EAPORT- ne BANS . LOARS 








HEARING 


BEFORE THE 


COMMITTEE ON BANKING AND CU RRENCY 
HOUSE OF REPRESENTATIVES 


EIGHTY-FIFTH CONGRESS 
FIRST SESSION 
ON 


H. R. 4136 


MARCH 19, 1957 


Printed for the use of the Committee on Banking and Currency 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 











COMMITTEE ON BANKING AND CURRENCY 
BRENT SPENCE, Kentucky, Chairman 


PAUL BROWN, Georgia 

WRIGHT PATMAN, Texas 
ALBERT RAINS, Alabama 
ABRAHAM J. MULTER, New York 
HUGH J. ADDONIZIO, New Jersey 
WILLIAM A. BARRETT, Pennsylvania 
LEONOR K. SULLIVAN, Missouri 
HENRY S. REUSS, Wisconsin 
MARTHA W. GRIFFITHS, Michigan 
THOMAS L. ASHLEY, Ohio 
CHARLES A. VANIK, Ohio 

JAMES C. HEALEY, New York 

J.T. RUTHERFORD, Texas 
MERWIN COAD, Iowa 

LEROY A. ANDERSON, Montana 

J. FLOYD BREEDING, Kansas 


HENRY O. TALLE, Iowa 

CLARENCE E. KILBURN, New York 
GORDON L. MCDONOUGH, California 
WILLIAM B. WIDNALL, New Jersey 
JACKSON E. BETTS, Ohio 

WALTER M. MUMMA, Pennsylvania 
WILLIAM E. McVEY, Illinois 

EDGAR W. HIESTAND, California 
PERKINS BASS, New Hampshire 
HORACE SEELY-BROWN, Jr., Connecticut 
EUGENE SILER, Kentucky 

JOHN E. HENDERSON, Ohio 

CHARLES E. CHAMBERLAIN, Michigan 


ROBERT L. CarDON, Clerk and. General Counsel 
JOHN E. BARRIERE, Majority Staff Membei 
ORMAN S. FINKE, Minority Staff Member 


II 





WEPOSITED BY THE 
WAITED STATES OF AMERICA 


CONTENTS 


H. R. 4136. A bill to extend the period within which Export-Import 
Bank of Washington may make loans- cals 
Statement of 
Waugh, Samuel C., President and Chairman, Board of Directors, 
Export-Import Bank of Washington; atcompanied by: Lynn U. 
Stambaugh, First Vice President; Hawthorne Arey, Director; Vance 
Brand, Director; and George A. Blowers, Director- 
Additional data submitted to the committee follows: 
Allocations in the Argentine credit made to date 
Applications denied by formal action of the Board 
Exhibit A. Credits authorized by Export-Import Bank, year ended 
December 31, 1956_ ‘ ae 
Exhibit B. Summary of earnings and investments of United States 
Government in Export-Import Bank- = 
Exhibit C. Summary of receipts and disbursements relating to Exim- 
bank’s functions as agent, 6 months, July 1 to December 31, 1956_- 
Export-Import Bank of W ashington notes hare to United States 
Treasury - 
Payments to date on cattle purchases by States 
Statement of loans delinquent as of December 31, 1956, unpaid to 
date (March 19, 1957) - 


Page 


34 
18 


6 


12 
26 


32 








EXPORT-IMPORT BANK LOANS 


TUESDAY, MARCH 19, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence, chairman of 
the committee, presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Mrs. Sullivan, 
Messrs. Ashley, Vanik, Healey, Rutherferd, Coad, Breeding, Talle, 
Kilburn, Betts, Mumma, McVey, Bass, Seely-Brown, Henderson, and 
Chamberlain. 

The Cnairman. The committee will be in order. 

We will hear testimony on H. R. 4136, a bill to extend the period 
within which the Export-Import Bank of Washington may make 
loans. 

(‘The bill follows :) 

[H. R. 4136, 85th Cong., Ist sess.] 
A BILL To extend the period within which Export-Import Bank of Washington may make 


loans 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 8 of the Export-Import Bank Act 
of 1945, as amended (12 U. S. C. 635f), is amended by striking out “June 30, 
1958” and inserting in lieu thereof “June 30, 1963.” 

The Cuairman. Mr. Waugh, you may proceed, if you please. 

You have a written statement. If you do not wish to be interrupted 
when making your statement, I am sure the committee will comply 
with your request. 

Mr. Waven. Thank you, Mr. Chairman. 


STATEMENT OF SAMUEL C. WAUGH, PRESIDENT AND CHAIR- 
MAN; ACCOMPANIED BY LYNN VU. STAMBAUGH, FIRST VICE 
PRESIDENT AND VICE CHAIRMAN; HAWTHORNE AREY, DIREC- 
TOR; VANCE BRAND, DIRECTOR; AND GEORGE A. BLOWERS, 
DIRECTOR, BOARD OF DIRECTORS, EXPORT-IMPORT BANK OF 
WASHINGTON 


Mr. Waver. Mr. Chairman, we thought this meeting was of sufli- 
cient importance so that all five directors of the Export-Import Bank 
are here today. 

On my right is Mr. Lynn Stambaugh, who is the first vice president 
of the bank, who has been with the bank for over 10 years. 

On my right, second, Mr. Hawthorne Arey, who has been with the 
bank as counsel, an officer and director, since 1938. 

1 











2 EXPORT-IMPORT BANK LOANS 


On my immediate left is Mr. Vance Branc, from Ohio, and Mr. 
George Blowers, from Florida, and the three of us are the most recent 
appointees on the board of the bank. 

All have served now from 18 months to 2% years. 

I have a prepared statement, which I will read. 

We delivered, yesterday afternoon, the semiannual statement, 
which just came off of the press. 

H. R. 4136 proposes to extend from June 30, 1958, to June 30, 1963, 
the period within which the Export-Import Bank of Washington may 
make loans. 

Early enactment of this measure is believed desirable if the bank 
is successfully to continue to carry out the intent of the Congress that 
the bank aid in financing and facilitate exports and imports and 
the exchange of commodities between the United States or any of its 
Territories or insular possessions and any foreign country or the agen- 
cies or nationals thereof. 

The interest of the Committee on Banking and Currency in the 
activities of the bank was expressed in its report of July 5, 1956, to 
accompany H. R. 11261 of the 84th Congress. Among the statements 
which appeared on pages 2 and 3 of that report were the following: 

The committee commends the bank on the record of its activities on behalf of 
United States trade. * * * 

The committee was pleased to hear from the Chairman of the Board of Direc- 
tors of the bank that long-term development loans will continue to constitute the 
major portion of the bank’s business. 

The operations of the bank to facilitate exports from the United 
States to buyers throughout the world were more extensive during the 
calendar year 1956 than in any year in the last decade. 

I mention calendar year, Mrs. Sullivan and gentlemen, because the 
report you have before you is for the first half of the fiscal year 1957, 
but now I am speaking for the 12 months of the calendar year 1956, 
and during the 12 months, 1956, the bank authorized 193 credits to 
borrowers in 38 countries for a total sum of $1,156,607,000. Not since 
1946, the year of war reconstruction loans, has the bank authorized a 
larger total amount of new credits, when the sum was $1,210,950,000. 

The effect of the bank’s operations in 1956, when added to those of 
the preceding 22 years, may be summarized as follows: 

Loans authorized, $8,362 million; 

Participants and c ‘ancellations, $1,532 million. 

The net authorizations of the bank during its 23 years was $6,830 
ao Of that figure, the bank has actually paid out, disbursed, 

77 million. And strange as it may seem, almost exactly 50 percent 
of hes sum has been paid in full—$2,641 million has been paid in full, 
and $2,636 million remains outstanding. 

But to that must be added $1,522 million, which represents loans 
authorized but not as yet paid out. 

When you take into consideration that we have $100 million al- 
located for insurance on consigned commodities, that leaves the bank 
with uncommitted lending authority of $711 million. 

Now, referring to the activity of last year, of the 193 new credits, 
there were 10 loans to gover nments to finance exports of United States 
industrial products, commodities, and technical services for a total 
sum of $855,735,000. The largest credit in this category was the $500 
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million secured credit to the United Kingdom to meet dollar require- 
ments for petroleum and United States goods and services, 

And I might say the smallest credit we authorized was $940. 

The bank authorized 23 credits with foreign government guaran- 
tees for a total of $174,711,000, of which 13, totaling $120,161,800, 
were to private borrowers. 

Private borrowers also received a total of 160 credits for $126,161,000 
without Government guarantees. 

So I call your attention to the fact that out of 193 credits, that we 
authorized last year, 173 were authorized to private borrowers. 

Credits were authorized by the bank in 1956 by area and country 
as follows: 

To 132 borrowers in 17 Latin American countries for a total of 
$409,317,000; to 38 borrowers in 11 countries in Europe for a total 
of $557,235,000; to 18 borrowers in 6 countries in Asia for a total of 
$189,492,000 ; to 2 borrowers in 2 countries in Africa for $140,000; to 
1 borrower in Australia for $350,000: and to 2 borrowers in Canada 
for $73,000. 

Of all the foregoing credits, 150 were authorized upon the applica- 
tion of the interested United States exporter or his bank. The other 
43 credits were requested directly by overseas buyers. 

And this next sentence and this next statement 1 would like to 
emphasize. 

In all cases the proceeds of the loans are for the purpose of pur- 
chasing products and services from the United States. 

The bank made cash disbursements during 1956 totaling $233,402,- 
000, as follows : $112,118,000 to finance United States exports to Asia; 
$69,525,000 to finance United States exports to Latin America; $21,- 
843,000 to finance United States exports to Africa; $16,836,000 to 
finance United States exports to Europe; and $13,080 000 to finance 
United States exports to Oceania, all under credit authorizations. 

The bank received—in other words, we collected—$266,286,000 in 
loan repayments during 1956, plus $84,710,000 in interest and certain 
minor fees, for total collections of § $3.50,996,000 in the calendar year. 

Loan repayments from borrowers, public and private, by areas were 
as follows: 

From Latin America, $116,901,000; from Europe, $79,531,000; from 
Asia, $56,750,000; from Africa, $11,618,000; from Oceania, $1,461,000 ; 
from others, $25,000. 

The bank paid out or made allocations in 1956 on credits previously 
authorized to 22 borrowers in 7 countries totaling $133,471,000. These 
allocations, by areas, were as follows: 

To 12 borrowers in 3 countries in Asia for a total of $40,127,000; to 6 
borrowers in 1 country in Africa for $11,429,000; to 3 borrowers in 2 
countries in Latin America for $79,415,000; and to 1 borrower in 1 
country in Europe for $2,500,000. 

The bank expanded its private capital participation activities in 
1956, seeking to obtain the maximum participation in its loans from 
private lending institutions. In spite of what is sometimes termed 
“the tight money market,” the results of the bank’s activities have been 
significant and encouraging. 

During 1956 the bank handled over 50 separate cases in which par- 
tic ipations by private lending institutions in Export-Import Bank 
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loans totaled approximately $24.5 million. These participations may 
be divided into two main categories: 

(1) Participations totaling $15.1 million without guaranty by the 
bank, and (2) participations amounting to $9.4 million under the 
bank's guaranty of payment in the event of default. 

During 1956, in fact, it was in the fall of 1955, the bank adopted a 
new procedure with the full cooperation of the bank’s advisory com- 
mittee and the Federal Reserve System. Eximbank directors and 
members of the staff visited a majority of the 12 Federal Reserve dis- 
tricts in order to participate in discussions with exporters and with 
bankers engaged in foreign trade. The purpose was to familiarize 
banks and — exporters, regardless of size, with the bank’s present 
policies, procedures, and facilities. The cooperation of the Federal 
Reserve System has been invaluable in arranging the meetings and in 
extending facilities for the bank’s use. 

We have another meeting scheduled for the first week in May, in 
New Orleans, which will take in the banks and exporters in the New 
Orleans Federal Reserve area. 

The bank is presently exploring the life insurance investment area 
as a potential source of investment capital, as well as the opportunities 
which may exist to secure private participation from pension and 
endowment funds and other private sources of capital. 

The Board of Directors believes that persistent efforts to solicit, 
encourage, é nd supplement the investment of private capital should be 
continued. 

There is appended as exhibit B a summary of the bank’s earnings 
and of the investment of the United States Gove nment in the bank. 
This summary of the bank’s earning record is indicative of the effec- 
tiveness with which the bank’s operations have been conducted. 

The bank also acts as agent for the United States or certain of its 
agencies independently of operations under the Export-Import Bank 
Act of 1945,as amended. These include certain programs of the Inter- 
national Cooperation Administration and the Office of Defense Mobili- 
zation, certain foreign assets and loans of the Reconstruction Finance 
Corporation, and the agreement with the Federal Republic of Ger- 
many. Details relating to these additional functions are set forth i 
exhibit C. 

It will be seen that there has been a substantial increase in the 
bank’s operations over the past year, and there is every indication 
of a continuing need for the assistance to United States exporters be- 
yond the present resources of private capital, which the bank has been 
furnishing. In order for these operations to continue on a sound and 
businesslike basis, it is important that the present limitation of June 
30, 1958, upon its authority to approve credits should be extended at 
this session of the Congress. 

The present limitation is restrictive of the ability of the bank cur- 
rently to exercise its functions as prescribed by the Congress. This is 
especially true with respect to the financing of construction and devel- 
opment projects abroad in conjunction with American firms. It will be 
realized that most of such development projects require several years 
for completion. The bank is confident that subsequent to June 30, 
1958, it has legal authority to honor its commitments made prior to 
that date, but some borrowers have indicated hesitancy to embark upon 
long-term projects for fear there may be some question as to the firm- 
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ness of the commitment in view of the bank’s present statutory limita- 
tion. This is particularly true of projects such as electric power instal- 
lations, plants for heavy industry, and mining developments. The 
borrowers usually have to arrange interim finane ing and need to be 
assured that the projects can be completed under commitments from 
the bank. 

Bills providing for an extension of the bank’s lending authority 
to June 30, 1963, were introduced in the 2d session of the 84th Congress 
as H, R. 11261 and S. 3868. The House bill was favorably reported 
in the closing months of the 84th Congress but did not reach a vote. 
The Senate bill, with amendments, was favorably reported and passed. 

The extension of the authority of the bank to approve credits was 
recommended in the Economic Report of the President transmitted 
to the 84th Congress in January 1956, and similarly recommended in 
the Economic Report of the President transmitted to the 85th Con- 
gress in January 1957. The request of the bank to the Congress for 
this extension has been approved by the Bureau of the Budget which 
has advised that its enactment would be in accord with the program 
of the President. 

In view of the fact that the present limiting date of June 30, 1958, 
is slightly more than a year distant, and the bank, in the summer of 
1957, will be required to submit its budget estimate for the fiscal year 
1959, action on the extension of the bank’s lending authority would 
appear very desirable at this session of the Congress. 

Mr. Chairman, unless you request it, I will not read exhibits A, B, 
and C. I think they are self-explanatory. And possibly we will be 
subjected to questioning, which we will be very happy to answer, if 
we can, on the exhibits that we have submitted. 

The statement as I have read it, has the approval of the Directors 
of the bank. 

(The exhibits A, B, and C, referred to above are as follows:) 


EXHIBIT A 


Credits authorized by Export-Import Bank, year ended Dec. 81, 1956 


' 
By type of credit | Number Amount 


Government 10 1 $855, 735, 000 


Government guaranties 
Private entities 


Africa 
Asia 
— 
Canac 
Et 
la n An 1erica 


Total 


1 Ineludes United Kingdom, $500 million. 


897938—57 


i] 





23 
Number of— 


Countries | Borrowers 


160 | 


174, 711, 000 
126, 161, 000 


‘ 15 16, 607, 000 


Amount 


$140, 000 
189, 49%, 000 
oe 

3, 000 

i », 000 
4( 19, 31 7 000 


1, 156, 607, 000 
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Allocations from earmarked credits, year ended Dec, 31, 1956 


| Number of 





Area aaatiattllieatis on a 
Countries | Borrowers 
Africa_.....- apt | 1 6 
Asia_ ‘ band 3 12 
Europe. .- si l l 
Latin America__ 2 3 
Total. _- ; ‘ , 7 22 


EXHIBIT B 
Summary of earnings and investments of U. 8. Government in 


{Millions of dollars] 


Fiseal year 1957 


Fiscal year | July 1, to 








Amount 


ba 


$11, 429, 000 
40, 127, 000 
2, 500, 000 


nk 


| 


195¢ actual Dee. 31, Fiscal year 
1956 (6 estimate 
months 
actual 
Earnings and disposition: 
Gross income: Interest received on loans $85. 6 $42. 7 $90.8 | 
Operating expenses: 
Interest paid on notes held by Treasury 23.9 11.7 28. 4 
Administrative expenses - - - 15 S aT 
Net income. _-- ; 7 60. 2 30. 2 60.7 
Annual dividend paid on capital stock held by U.S. 
Treasury . 22. 5 22. 5 
Net income retained as reserve (and used for further 
lending) othe eal ook 37.7 38, 2 
— — Ee 
Investment of U. 8. Government in bank 
Notes issued to Treasury during year ; 119. 4 88. 4 654.4 
Repayments on notes during year 183.9 97.8 228. 4 | 
Notes held by Treasury, due 1959, 1961, and 1963 1, 206. 5 1,197.1 1, 632. 5 
Capital stock held by Treasury 1, 000.0 1, 000.0 1, 000. 0 
Earned surplus retained for contingencies - -- 404.9 404. 9 443.1 
Undivided profits ‘ 22. 5 30. 2 22. 5 
Total investment of U. S. Government 2, 633. 9 2, 632. 2 3. 098. 1 
Ratios: Percent Percent 
Operating expenses as percentage of gross income. 29.7 33. 1 
Administrative expenses as percentage of operating 
expenses 5.9 6 
Interest and dividend paid Treasury as percentage 
of gross income ; 54.3 6.1 
Earned surplus (reserve) as percentage of loans 
outstanding Dig cce eecdedanie eeense 15.3 14.3 


79, 415, 000 


133, 471, 000 


Fiscal year 


1958, esti- 


mated 


1, 903 


1, 000 


483 


» F 


3, 409. 
Percent 
41 


‘ 


60. 3 
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Exureit © 


Summary of receipts and disbursements relating to Eximbank’s functions as 
agent (6 months), July 1 to Dec. 31, 1956 


Cash balances duly... IQR c.. dco sinc - id ks tem sc nioepiie de $23, 121, 183. 15 
ICA program (loans) : 
eceipts: 
Interest collected 
on I6en6 a. downs $19, 190, 282. 66 
Principal repay- 
ments on loans- 7, 606, 070. 06 





——— $26, 796, 352. 72 
Disbursements: Loans disbursed_...... 116, 731, 997. 13 


| RSs ee sealant alts ienlinaelaistecds-aleielics, eaakiet — 89, 935, 644. 41 
Defense production program; 
Receipts: 
Interest collected on 
loans........--..-. $358, 332. 34 
Principal repayment 
on ioané........... ion o.e a 
inet $464, 144. 03 
Disbursements: Loans disbursed_...... 8, 010, 082. 17 








Net___- a ahaa LS RRNA SM Eee LE —7, 545, 938. 14 
RFC foreign assets in liquidation: 
Receipts: 
Principal repayments on loans_._-- - $6, 071, 103. 00 
Interest collected on loans_______.- 791, 188. 61 


Ne SS eae enon oe ene 6, 862, 291. 61 
Agreement, Feb. 27, 1953, with Federal Republic of Germany: 
Receipts: Interest per agreement__..........-.-.------ 12, 500. 000 0A 


The Cuamman. What are the actual losses of the bank, up to this 
time, that have been written off ? 

Mr. Waveu. The actual losses of the bank that have been charged 
off or reserved to date amount to $525,553.90 in the 23-year period. 

We have, however, some delinquent loans that I will be glad to 
report on in detail at this time, if you would care to have me. 

The CuarrmMan. We would like to know something about the loans 
to Nationalist China. What is the status of that loan? 

Mr. Wavucn. The bank, over a term of years, had $200 million 
of credits to Nationalist China. $167 million were repaid. 

There remains unpaid, however, 5 credits, totaling $31.4 million— 
and I will give these in round figures—which we call delinquent 
loans to date. 

While they are not all due, some installments of principal payments 
are delinquent, and the interest is delinquent, and so from our stand- 
point, we consider this total amount as an amount which should be 
watched very carefully. 

I will talk about these five credits briefly. 

The first credit is for $4,200,000. The unpaid balance of that is 
$1.9 million. 

During March of 1948, the bank entered into an agreement with 
the Republic of China to assist in their purchase of 10 war-built 
United States coastal vessels. Those ships were mortgaged to the 
bank. The sale was in accordance with the Merchant Ship Sales Act 
of 1946. 











8 EXPORT-IMPORT BANK LOANS 


The Nationalist Government of China is operating only 4 of these 
vessels, and the principal and interest are currently paid on the 
4 vessels that are currently being operated by Nationalist China. 
Three of the vessels were sold by the Republic of China to the Kingdom 
of Thailand in November of 1951, and we extended a loan to the 
Kingdom of Thailand of $1.1 million to assist in the financing. 
Arrearages to the Export-Import Bank on the three vessels were 
paid up. 

Loan service on the three vessels is current. 

The problem is that three vessels were surrendered by their crews 
to Communist China. Suits are pending in the United States district 
court in Baltimore to recover from the insurers the loss of the vessels 
caused by the barratry of the masters and the crews. Payments on the 
notes as to these three vessels are in arrears; principal $1,197,380, 
interest $551,240. 

The next credit was for $2,540,000. That was extended in February 
1946 to assist China in its recovery from heavy war damages. 

Loan proceeds were utilized to purchase 12 vessels and 4 tankers 
from the United States War Shipping Administration. Such vessels 
were to be used for transport facilities for China’s general cargo trade 
and to provide movable storage for petroleum products. That loan is 
in default. 

The next credit was for $8.200,000, which was extended Febru: ary 
1946 to purchase United St: ites generating equipment and engineering 
services to replace war-destroyed facilities and other power rel: ted 
to institutions. That loan is also in default. 

The next delinquent loan is the largest loan, $16,650,000. That was 
established in February of 1946, to provide transportation equipment 
and materials to rehabilitate broken lines and communications and 
poor railroad facilities resulting from war damage. 

The next is $1,500,000 credit, which was established in March of 
1946, to provide United States equipment materials, supplies, and 
services, to rehabilitate coal mines and reestablish maximum produc- 
tion. 

Of the $33,200,000 disbursements, the total unpaid principal balance 
is $30,908,000. 

I think I should say that, insofar as these loans are concerned, the 
bank today has in excess of $440 million accumulated reserves, which 
we think are more than adequate to cover these particular credits, 
which represent the largest potential loss on our books. There has 
been discussion within the Board of Directors from time to time as 
to whether these loans should be charged off, but it has been the 
judgment of the Directors that it would be better to carry them as 
past-due items rather than to charge them off and possibly forget 
about them. We think that they are more than adequately reserved, 
and they are right before us at all times. 

We have two private loans in Mexico which are in default. The 
total amount is less than $5 million. We are working on these loans. 
We think that we are going to make recovery on one or both of them. 
I would rather not discuss the loans in detail at this time, because any 
negotiations for the collection of a delinquent loan is often compli- 
cated when spread on the front pages of the newspapers. 
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We also have a loan in Egypt today, a private loan, that is delin- 
quent only on account of the fact that a payment of $725,000 is being 
held up for reasons of blocked funds with which you are familiar. 
The total, $725,000 payment, and the $56,000 in interest, total 
$781,000, and was due January 2 of this year. We think that will be 
paid as soon as we straighten out the problem of Egypt and its blocked 
funds. 

Mr. Mutter. Is that a private loan or Government loan ? 

Mr. Wavuen. Private. It has been paid in Egyptian pounds, and 
as soon as the funds are unblocked, we think there will be no problem 
in making this collection. 

The Cuatrman. What was the entire amount of the loans that were 
made to China? 

Mr. Waveu. Just under $200 million, sir. 

The CuatmrMan. How much have they repaid ¢ 

Mr. Wavuen. $167 million. And interest has been collected—$21 
million. 

The Cuamman. What is the entire amount of outstanding loans 
at the present time 4 

Mr. Waveu. Loans outstanding, $2,636 million, and we have 
authorizations which have not been drawn down, of $1,522 million. 

The Cuatrman. How long do you think you could operate, nor- 
mally, within the limitations that now exist, of $5 million out- 
standing ? 

Mr. Waveu. Well, that is a difficult question, and it hinges a great 
deal, Mr. Chairman, on whether or not the British draw down all or 
any part of the $500 million credit that was authorized to the United 
Kingdom in December of last year. 

Our best estimate is that if they draw down all of the $500 million, 
and our authorizations in fiscal year 1958 will be as estimated, and we 
have no unusual requests for credit, we will have used our present 
lending authorization at the end of fiscal year 1958; June 30, 1958. 

I wish to call your attention to the facts that the $440 million that 
the bank has accumulated over the 23 years is being loaned within the 
limitation of the bank’s overall lending authority of $5 billion authori- 
zation by the Congress. 

The Cruarrman. We will proceed under the 5-minute rule. 

Mr. Brown, have you any questions ? 

Mr. Brown. I understood you said you had in the operation of 22 
years losses of approximately $ $500,000 2 

Mr. Waven. Yes, sir. 

Mr. Brown. What was the amount of your loans throughout the 
22 years? 

Mr. Waveun. The actual disbursements on loans total $5,277 million. 

Mr. Brown. Total losses of $500,000 ? 

Mr. Waven. Yes. 

Mr. Brown. That is very good. 

Wr. Waveu. I pay tribute to my predecessors. It is an excellent 
record. 

Mr. Brown. That is all. 

The Cuatrman. Mr. Talle. 

Mr. Tair. My only comment at this point, Mr. Waugh, is that 
your record is a very impressive one. I think we have a right to be 
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proud of the Export-Import Bank and the work done by the people 
who are managing the Bank. : 

Mr. Waveu. Thank you, sir. 

Mr. Tater. That is all. 

The Cuatrman. Mr. Patman. 

Mr. Parman. I notice that you state that the capital stock held by 
the Treasury is a billion dollars. How much interest do you pay on 
that ? 

Mr. Waven. Two and one-quarter percent; $22.5 million every 
year, dividends. 

Mr. Patman. That is just on the capital stock. What about the 
total amount paid, which is $54,300,000? Is that for last year? 

Mr. Waven. I did not hear that figure. That is the interest and 
dividend paid to the Treasury, yes, sir. 

Mr. Parman. That is the total amount? 

Mr. Wavou. Yes, sir. 

Mr. Patman. How much would that be on the total investment of 
$2,633,900,000 ? 

Mr. Waveu. Let me put it in another way, Mr. Patman. The 
Bank pays 214 percent dividends on the original $1 billion capital. 
We pay interest at varying rates on every cent that we borrow from 
the Treasury under the $4 billion authorization. 

Mr. Parman. Let me break it down, then. 

Mr. Waveu. Yes. 

Mr. Parman. I note you have some notes held by the Treasury 
due June 1959. What interest rate do they carry / 

Mr. Waveu. I did not hear the question. 

Mr. Parman. What interest do the notes carry ¢ 

Mr. Wavueu. Well 

Mr. Parman. I am talking about the ones you list here due in 
1959. 

Mr. Wauen. There are three interest rates on the total amount. 

The total amount we owe the Treasury, as at the first of this last 
year, was $1,178 million. ] 

Mr. Patman. That is not responsive to my question. 

Mr. Waveu. There are three interest-—— 

Mr. Patrman. Justa minute. 

With all due respect, I do not wish to be discourteous to you, and 
I want you to be responsive to me. I am asking you a definite 
question. 

You have notes due to Treasury in 1949. What are the interest 
rates on those notes ? 

Mr. Wavueu. There are various interest rates. 

Mr. Parman. Allright. Tell us what some of them are. 

Mr. Waucn. We have three series of notes outstanding with the 
Treasury today. We have $512,600,000, which are 17 percent interest 
notes. 

Mr. Parman. When are they due? 

Mr. Wavueu. I don’t have the maturity. 

Mr. Parman. I will just ask you this. [ don’t want to take up all 
my time on something you are not responding to. I say that respect- 
fully. You probably don’t understand me. 

Mr. Waveu. Yes, I understand. 
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Mr. Parman. But I am asking you to file for the record all the notes 
owed to the Treasury, due date, and the interest on each. 

Mr. Wavuen. Very simple. The point I 

Mr. Parman. That is all I want you to do. 

On the commitments, when you give a person a commitment in a 
corporation, do you charge him any interest on that commitment? 

Mr. Waven. No, sir. 

Mr. Parman. Is that customary to concerns generally—do private 
firms charge for commitments ? 

Mr. Waveu. I think a great many do. 

Mr. Parman. The Small Business Administration charges for com- 
mitments, does it not? 

Mr. Waven. I don’t know. 

Mr. Parman. But you don’t charge anything until the money is 
actually paid out? 

Mr. Waven. That is correct. 

Mr. Parman. Now, I will get back to this $54,300,000 that you paid 
to the Treasury in 1956. 

Is that fiscal year or calendar year? That must be fiscal year. 

Mr. Waven. Yes. 

Mr. Parman. That ended June 30, last year. All right. 

Now, the Treasury had invested in your organization SO ,633,900,000. 
What percent would that be on the Tr sasury investment? It would 
probably be about two and one-half or one-eighth percent ? 

Mr. Wavan. The average rate on moneys borrowed from Treasury 
would be right at 2 percent. The figure you use of $2,633,900,000 in- 
cluded $404.§ 853.000 earned reserves as of June 30, 1956. 

Mr. Parman. What did you pay last year on the money you bor- 
rowed from the Treasury ¢ 

Mr. Waveu. It varied from as high as 2% to 314. 

Mr. Parman, That you borrowed last year? 

Mr. Waveu. Yes, sir. 

Mr. Parman. Now, when you make these loans to foreign countries, 
they are just as inflationary on our domestic economy as a loan that 
is made here in the United States, is it not? 

Mr. Waveu. I think that the loans that we are making to the bor- 
rowers overseas to purchase the United States equipment and goods 
and services have a very definite part in the keeping of the economy 
of this country on a high level. 

Mr. Parman. I thoroughly agree with you, and I have been and am 
a supporter of the Export- Import Bank, but looking at it strictly from 
the standpoint of inflation, it 1s just as inflationar y; “if you take it from 
that angle, as a loan made in the United States of America—isn’t it? 

Mr. Waucu. We participate in the loans made in the United States 
of America, and take the longer terms and the banks usually take the 
shorter terms; yes, sir. 

Mr. Parman. $500 million, if it was borrowed for the purpose of 
extending loans overseas, would be just as inflationary as loans spent 
for schoolhouses here in the United States. 

Mr. Waven. Yes, sir. 

Mr. Parman. The same thing. 

Mr. Waven. Yes. 
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Mr. Kitpurn. Mr. Chairman, I heard the statement, so I will pass. 

The Coatrman. Mr. Multer. 

Mr. Murer. Thank you, Mr. Chairman. 

Mr. Waugh, the present law expires on June 30, 1958, and by the 
proposed bill it is to be extended to June 30, 1963. 

Would your organization not be satisfied with an extension which 
ran to June 30, i961, having in mind—and I am not trying to be 
political, nor am I suggesting which party will be in power in . 1961— 
but since there must be a change in administration, at least in per- 
sonnel, at the top, with the 1960 : election, would it not be ae to ex- 
tend the expiration date of your organization to June 30, 1961, s 
that the new people who take control of the United States eam. 
ment after the 1960 election could take a look at it and decide what if 
anything should be done with the Export-Import Bank ¢ 

Mr. Wavex. Ido not think it is up to us to tell this committee what 
its decision should be. I would like to call attention to the fact we have 
a bipartisan Board, one, and secondly, that it is difficult to make loans 
of the type, for example, of the Southern Peru Copper Co., the largest 
private loan we ever made, a $100 million loan, to open up copper 
projects in Peru. It is going to take them a period of 5 years to 
complete this project. That means our payments will go out over the 
period of the 5-year term. 

[ personally think, with a nonpartisan Board, it would be very 
much better to extend the authority for 5 years, but the decision, of 
course, remains with your committee. 

The members of this Board are not serving for any term. We are 
all serving at the pleasure of the President, ‘and a change of admin- 
istration could change the directors of this bank if so desired. 

Mr. Murer. I tried to make clear that I knew your Board was 
bipartisan and that I was not looking toward a political or a partisan 
change. Within both parties we have liberals and conservatives in the 
Democratic Party and we have Re — ans and modern Republicans 
in the Republican Party. Whoever is President may have his own 
fiscal ideas and may want to take a look at it at that time. 

L agree with you as to the operation of your Board. I think your 
predecessors have done a good job and you are doing a good job, too. 
I think if more of our Members would go to the countries which you 
served, either privately or through Governme nt loans, they would 
realize the good job you have done. The financial statement you have 
presented shows it has been a careful job, otherwise our losses could 
easily have been very much larger than they have been. 

With reference to what you say, Mr. W augh, about long-term com- 
mitments, I notice you refer to the fact that some of these borrowers 
must get interim financing until the project is completed. 

Doesn’t your bank have the authority to make so-called interim or 
construction loans? For instance, if an industrial system is to be 
modernized or a highway is being built, they need money as they go 
along. 

Is your bank not authorized to make such interim loans? 

Mr. Waucu. We do, but when we get in that field, that is the field 
of private banks. And it is a field the private banks have been carry- 
ing and carrying well. 
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Mr. Mutter. Not only you don’t want to, but the law says you must 
not, if private financing is available. 

Mr. Waveu. Yes. 

Mr. Moutrer. That is the principle of the law and the policy of your 
bank ¢ 

Mr. Waven. That is correct. 

Mr. Mutter. So short-term financing for so-called interim loans is 
available, while the project is being built. You step in and make 
the commitment to make the loan after the project is completed ? 

Mr. Waucu. Private banks will give the short-term financing if 
they know that they have a commitment at the completion of the 
work, but the commitment must be given before they will commit the 
short-term financing. 

Mr. Moutter. But isn’t it the fact, that under existing law, which 
expires June 30, 1958, whether we extend it or not, no matter what the 
extension date is you have the right to make a commitment which is 
binding on the bank and which must be fulfilled, even though the 
disbursement of the loan is to be made after the expiration date of the 
law ¢ 

Mr. Waveun. I tried to cover that in my statement, yes. 

Mr. Mutrer. To change the subject for a moment, the total amount 
that was authorized for disbursement throughout the life of the bank 
was in evcess of $8 billion, and you have disbursed in excess of $5 
billion. Those are the aggregate amounts throughout the life of the 
bank, are they not ¢ 

Mr. Waveu. Yes. 

Mr. Murer. Because the maximum you can lend is $5 billion plus 
your reserves. 

Mr. Wauveu. Under the law, $5 billion is the maximum we can au- 
thorize; including the reserves. 

Mr. Mutter. You are authorized to use your reserves, but you must 
stay within the $5 billion 

Mr. Waveun. Yes, sir. 

Mr. Mvrer. What about the matter of expenses of your operation ; 
do you come before the Congress for appropriations, or are you au- 
thorized by the law to use that out of the funds you have available? 

Mr. Wavcu. We not only come before the Bureau of the Budget, we 
come before the Appropriations Committee, despite the fact, in the 
23-year operation of the bank, all of the money that has been ex- 
pended for administration has been taken from the earnings of the 
bank. 

Mr. Mutter. In that respect, too, sir, I think you have done a very 

good job. 

Mr. Waven. Thank you. 

Chairman Spence. Mr. Betts. 

Mr. Berrts. As I recall you had this bill before us last year. 

Mr. Waven. Yes. 

Mr. Berrs. I remember at that time you made a complete and satis- 
factory statement. 

Mr. Kirpurn. On the dividends you paid to the Treasury, is that 
over and above the interest you pay ? % 

Mr. Waucu. Yes, we pay dividends on the $1 billion capital stock 
and we pay interest on borrowings at the rates the Treasury charges. 
We have no control over the interest. 
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Mr. Kinpurn. So the interest you pay is over and above any money 
given you by the Treasury ? 

Mr. Waveu. Yes. 

Mr. Kiteurn. Even the capital? I understand you pay dividends 
on the capital, but I thought you said a minute ago you pay interest 
on that capital. 

Mr. Wavuau. No, we pay dividends—two and one-quarter percent 
dividends on the $1 billion. Then we pay the interest rate Seated 
by the Treasury on the borrowings up to the $4 million addition. 

Mr. Kiteurn. Who sets the rate of the dividends 4 

Mr. Waveu. The Board of Directors of the bank. 

Mr. Kirsurn. You do not pay a very big dividend. 

Mr. Waven. Well, two and one-quarter percent is not a bad divi- 
dend. Wethink this: we want to have ample reserves to take care of 
any potential losses we may have, and as long as the money is being 
reloaned it is to the advantage of ‘the Government in any event. 

Mr, Kizgurn. All right. 

Mr. Berts. I have no questions. 

Chairman Spence. Mrs. Sullivan. 

Mrs. Suttivan. With your permission, Mr. Chairman, I would like 
to ask Mr. Waugh to describe in writing for the record the develop- 
ment loans the Export Import Bank has made since it was reor- 
ganized in 1954. May he do that? 

Mr. Wave. You mean all of the development loans we have made ? 

Mrs. SuLuivan. Yes, since 1954. 

Mr. Wavueu. Mrs. Sullivan, do you understand every single loan 
we have made since 1954 is itemized in the semiannual report which 
just came off the press yesterday, and preceding reports list each loan 
we make regardless of the character of the loan. 

Mrs. SuLLIvAN. Does this separate development loans from the 
other loans ¢ 

Mr. WaucGu. Yes. 

Mrs. SuLiivan. I think that covers it. 

Mr. Waveu. I think you will find this is a comprehensive report, 
and it is carried on year after year. I believe all the information you 
would like to have is in the statement, but I must say if it is not in 
the form you would like to have it, we will furnish it. 

Mr. Murrer. Will you yield? 

Mrs. SULLIVAN. Yes. 

Mr. Muurer. I think Mrs. Sullivan would like to have indicated 
which loans are in the form of development loans rather than con- 
struction loans or equipment loans. It 1s quite true in this statement, 
you do indicate, for instance, one loan is for rayon spinning ma- 
chines, and then you have another, development projects; but it simply 
says development projects without indicating what kind of develop- 
ment projects. I think Mrs, Sullivan may be asking for additional 
information on those items. 

Mr.Waueu. Mrs. Sullivan, after you go over this statement, if there 
is any further information you want, we will be very happy to furnish 
it to you. 

Mrs. Suutuivan. All right. Thank you. That is all. 

Chairman Spence. Mr. Mumma. 
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Mr. Mumma. When are the expenses of running the Export-Lmport 
Bank taken off, specifically. Are they by congressional appropriation, 
or do you take that money off the earned figure and when 4 

Mr. Waveu. We have a ( ‘ongressional authorization. We go 
through the same process any other Government agency does. 

Mr. Mumma. Then it comes by congressional appropriation: 

Mr. Waveu. It is not a congressional appropriation. It is author- 
ity to deduct from our earnings. 

Mr. Mumma. That wasmy question. Maybe I didn’t state it clearly. 
You make so much money. Before you say how much vou made, do 
you take off the expenses of operations / d 

Mr. Waveu. The figures we give you are always after the expense 
of operation. 

On exhibit No. B you will find out we take first our gross income. 

Mr. Mumma. Is that in the book ? 

Mr. Waveu. No; this is in exhibit B attached to my prepared 
statement. In actual figures in 1956, our gross income was $85,- 
600,000. We paid the Tre: asury $23.9 million. Our administrative 
expense was $1.5 million. The net income for the year was $60,200,- 
000, and it is from that income, from that net of 60 million that we 
pay $2214 million to the Treasury for the dividend- 

Mr. Mumma. I am looking at this. I think that answers it. 

Mr. Waveu. All right. 

Mr. Mumma. I notice another question here. On the loan of S60 
million to Japan for cotton, over what peirod of time do they pay 
for that? 

Mr. Waveu. Twelve months. I think the Japanese cotton situa- 
tion would be of particular interest—over 12 months in Japan. 

Mr. Mumma. That is better. 

Mr. Waveu. Over a period of years this bank has loaned Japan 
in excess of $250 million to buy cotton in this country. Every payment 
has been made on or before the day that it was due, and there are no 
credits outstanding, except the current credits which were authorized 
a year ago. 

“Mr. Mumaa. You get a lot of that money back in textiles. 

Mr. Waveu. That gets into another field which I don’t think we 
ought to get in here. 

Mr. Brown. Will the gentleman yield ¢ 

Mr. Mumma. Yes. 

Mr. Brown. I think the record shows that the amount of dividends 
paid to the Treasury far exceeds the losses. Isn’t that true? 

Mr. Waveu. Yes, sir. 

Mr. Mumma. What is the $100 million, for Argentina, the Peron 
government or the new government / 

Mr. Waveu. That is the new government. That was a loan we 
made to the new government under lines of credit for the purchase of 
certain equipment in this country, of which $56 million has been 
implemented, and it was made for the purpose of assisting their rail- 


road system to enable them to get their crops to the seaports in order 


to be able to earn foreign exchange. 

Mr. Brand is here. Mr. Brand has been the head of our mission to 
Argentina. He has been there 3 or 4 times in the past year. If you 
want him to go into more detail on the Argentina financing, I know 
he would be glad to do it now or later. 
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Mr. Mumoa. I just wanted a general idea. 

Mr. Waveu. Yes. 

Mr. Mumma. I don’t know whether the new Argentine Government 
is more stable or less stable. I notice on the television this morning 
two important fellows got out of jail. 

Well, that is true; is it not? 

Mr. Waveu. Five of Peron’s supporters. 

Mr. Mumma. You made a statement that you would never want to 
interfere with private business. Here is a big National Supply Com- 
pany in Pittsburgh. They get $23,000. It seems to me if you take 
textile machinery, they have 6 or 8 items to Japan, seven or eight thou- 
sand dollars. That seems awfully small not to be handled by a local 
bank or some other means. 

Mr. Waven. Those are participations in larger loans, Mr. Mumma. 
For example, when we do financing on an export or credit basis, 
you will find the amount we finance usually represents 50 or 60 percent 
of the total purchase price. In other words, the private banks are 
carrying a portion of this line of credit ; the exporter or importer him- 
self is carrying a part and we carry only 50 or 60 percent of the longer 
term that is not ordinarily carried by the local banks. 

Mr. Mumma. This is local participation then ? 

Mr. Waucu. We get local participation every time we get a chance. 

Mr. Mumma. Is that local participation desirable or mandatory ? 

Mr. Wavueu. It is desirable and we make it mandatory on the ex- 
porters credit type of loans. 

Mr. Kinsurn. Will you yield ? 

Mr. Mum™a. Yes. 

Mr. Kitsurn. You don’t actually make any loans if the private 
lender will make them; is that correct ? 

Mr. Waveun. That is correct. 

Mr. Kiteurn. So these small loans that Mr. Mumma mentioned is 
participation where 

Mr. Waveu. Is participation where the private lender may take 
the first years maturity and we take the second, third, or fourth? 

Mr. Kirsurn. But the private bankers want you to come in on this 
business. 

Mr. Wavueu. They are the best friends we have in this business, the 
private bankers, yes, sir. 

Chairman Spence. Mr. Ashley. 

Mr. Asuiey. In your statement you said during 1956 the bank 
authorized 193 credits to borrowers in 38 countries in a total sum of 
$1,156,607,000. Do you have information with you relative to the 
amount or number of loans applied for formally, or informally, 
during 1956? 

Mr. Wauen. No, sir. 

Mr. AsHiey. So you could not be in a position to tell us the number 
of loans which the bank declined during this period. 

Mr. Waven. We have never been able to keep a record of that, Mr. 
Ashley, for this particular reason. We get numerous inquiries; they 
may be over the telephone or by letter, to ask whether or not this par- 
ticular loan is eligible. It may be a loan for soft goods or from some 
field we are in. We never have kept a detailed record of all of the 
inquiries, no; the bank never has. But they are many, many times 
the credits granted. 
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Mr. Asner. It would be a matter of some interest to me, certainly, 
as a member of this committee, to know the number of loans that were 
declined. You see, your 193 loans is not quite as significant without 
that. other information. 

Mr. Waveu. Well, it is difficult—there is no way of compiling a 
loan until you get a formal application. 

Mr. Asutey. How many formal applications have been declined ¢ 

Mr. Waveu. I think that we could give you that. We never have 
compiled it, but that could be done. 

Mr. Asuiry. Would it be too much trouble to supply that informa- 
tion for the record, for the period beginning January 1, 1956? 

Mr. Waven. You want formal applications that have come up to 
the Board for their consideration, and have been declined ? 

Mr. Asuiry. If that is the procedure, yes. 

If they do not become formal until the Board acts upon them, then 
I presume that is what you would have available. I want to know 
how many loans have been acted upon adversely by the bank. 

Mr. Waven. Well, Mr. Ashley, you realize of course, that there 
is with us, as there is with any bank, a confidential relationship bet ween 
the borrower and the bank, and we could not in good conscience, 
publish a list of loans that had been discussed with us and declined. 
I don’t believe, sir, you would want us to. 

Mr. Asuiry. You could, without necessarily naming the applica 
you could list the amounts sought, could you not ? 

Mr. Waveu. I think we could do that—yes. 

(The data requested above is as follows:) 


Applications denied by formal action of the Board 


Number 


Jan. 1 to Dec. 31, 1956 
Jan. 1 to Mar. 15, 1957 


Total disapprovals ( 


Mr. Mcurer. Would you vield to me on that point ¢ 

Mr. Asuiry. Yes. 

Mr. Murer. I think we must realize we are treading on somewhat 
delicate ground here. For instance, a country may come in and make 
an informal request to the Export-Import Bank directors to deter- 
mine if their project qualifies. That would be an informal request. 
The Export-Import Bank would send a team to that country to 
examine the project and so on, and after talking to the officials would 
say, I don’t think we can go along with that. 

‘We could get into the question whether the State Department in- 
jected itself in the matter and said, maybe we should stay away from 
this country at this time. 

On the other hand it might be just the general economic conditions 
and they might say, this country is just not in a position to undertake 
this. 

You also get to the point of formal applications. A formal 
application has been filed. They have had that team of men down 
there, and after the team has considered it, they suggest to the bor- 
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rower, I think you had better withdraw this application, so there is 
no actual action taken on it, denying, yet the application has been 
withdrawn so as not to affect the credit standing of the company or 
the country. Am I right in that? 

Mr. Waven. Yes; and that is often done to the point before it 
becomes a situation. We have calls every day, “what is the situation 
on X country? Have they cleaned up their delinquency?» Are we 
in a position where we can sell them?” 

xporters will sit down with our loan officers who will say, “This 
particular country is struggling to clean up its delinquencies, but until 
they do we think you should not engage in term financing.” 

We have many, many inquiries every day, Mr. Ashley, that we 
don’t record. 

Chairman Spence. Mr. McVey. 

Mr. Muvrer. I am sorry if I took your time, Mr. Ashley 

Mr. Asnizy. That is all right. 

Mr. McVey. You have mentioned in your report that there have 
been certain earnings as a result of the bank’s operations. You also 
mentioned certain losses. I wonder if you could tell us what your 
balance has been after all of your losses have been charged off, and 
your earnings taken into consideration ¢ 

Mr. Waveu. After taking into consideration all of the loans that 
the bank has made, and after charging off all of the expense of oper- 
ation, after taking into consideration the total payments of interest 
and dividends to the Treas sury, the bank has today, in surplus and 
undivided profits, $442,551,555 as of February 15, 1957. 

Mr. McVey. Is that taking into consideration any losses? 

Mr. Waveu. All losses which have been charged off, but it does not 
take into consideration the losses I mentioned a moment ago—I don’t 
know whether you were here when the chairman asked me about the 
Chinese credits. 

Mr. McVey. I was here. 

Mr. Wavueu. The figure just given, $442,551,555, represents the re- 
serves to take care of possible future losses. The actual charge-offs 
has been $525,553.90. 

Mr. McVey. One more question. You have stated the bank has 
capital of $1 million and authority to draw upon the Treasury for 
$4 billion additional money. 

Mr. Waveun. Yes, sir. 

Mr. McVey. Suppose you do draw upon the Treasury for $4 bil- 
lion. What effect does that have upon the calculation of our Federal 
debt ? 

Mr. Waveu. When this authorization of $4 billion was given, it 
was then added to the Federal budget’s line, which says “net authority 
to incur obligations,” which is now $73.3 billion. Any additional 
authorization ‘to the bank would have to be added to that figure, despite 
the fact there is not very much of a relationship between the amount 
the bank is authorized to loan, and the actual borrowings. 

For ex: imple, you have authorized this bank to borrow $4 billion 
from the Treasury, but the largest amount of money that the bank 
has ever borrowed ‘from the Treasury at any time is $1,347 million, 
and at the present time we have $1,178 million borrowed from the 
Treasury today. 
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So we are operating today on the borrowed money of $1,178 million, 
plus the $1 billion capital stock, and the $442 million accumulated 
earnings. 

Mr. McVey. But all that isa part of our national debt. 

Mr. Wauan. Except the $442 million. 

Mr. McVey. The rest of it is / 

Mr. Wavceu. That is all in the statement, of which I just read the 
line “net authority to incur obligations” ; yes, sir. 

Mr. McVey. Thank you. 

The Cuairman. Mr. Vanik. 

Mr. Vantk. I would like to ask the gentleman just a couple of 
questions. As I go through your appendix, the thing I regret—your 
bank does not have authority to do business inside of America. 

Mr. Waveu. All of our business is done inside of Americs 

Mr. Vanrk. I mean you have no internal loan authority. For 
instance, you finance hotels in Panama, and hydroelectric develop- 
ment in Uruguay. Projects of this type in America do not receive 
equal consideration. 

A loan has been made to India for air-routes development and air 
equipment. I understand it has resulted in the development of some 
Indian routes that have supplemented American routes, as a direct 
result of that loan authority. Is that correct or not ? 

Mr. Waven. Where do you find that / 

Mr. Vanix. Lamsorry. I was looking at Indonesia; but there has 
been a loan made to India for airline equipment ? 

Mr. Waven. No, sir; but there was a loan in 1950, of $100 million 
made to Indonesia, at the time they received their freedom. 

Mr. VantK. [ am talking about India. 

Mr. Waveu. Part of Indonesian credit was for their airline, but to 
India; no, sir. 

Mr. VantiK. It has come to my attention some American funds in 
some way reached India which were used to procure aircraft, which 
resulted in the elimination of American airlines from the routes. 

Mr. Waveu. That was an International Bank piece of financing. 

Mr. Vanrx. It was not the Export-Import Bank? 

Mr. Waveu. No, sir. 

Mr. Vanrix. I have no further questions. 

The CuHatrmMan. Mr. Bass. 

Mr. Bass. ee question was asked you and I don’t recall the an- 
swer. What was the total amount of loans delinquent that you have 
not charged off , 

Mr. Waveu. Mr. Bass, we have listed the larger credits, but on the 
other hand we have some credits here that were delinquent that have 
since been paid. This was a March 6 statement. We have, for ex- 
ample, shown as delinquents only those portions of loans that were 
past due. 

For example, the $30 million Chinese loan is not all past due, so 
we are painting the picture blacker, when we give you the whole over- 
all picture, but the portions that we have today that are delinquent, 
of past due items, total $12,600,000. 

But that is not a fair figure, because the potential is larger than that 
on these particular loans. 

Mr. Bass. I understand. Now, turning back to the Chinese loans 
here, I notice on page 18 of your last semiannual statement that 1 loan 
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of $16 million was authorized to a private concern, Yungli Chemical 
Industries, Ltd. It was authorized for $16 million and then you ¢an- 
celed $1414 million. Could you tell us the circumstances? I notice 
this dates back to 1945. Maybe you don’t have this information. But 
1 would be interested in knowing what the circumstances surrounding 
that loan were. 

Mr. Waven. The $1614 million were for railroad repairs. 

Mr. Bass. | am referring to the loan made in March 1945, for con- 
structing a chemical plant for the Yungli Chemical. 

Mr. Waveu. The credit was finalized at $1,434,254, of which 
$952,000 has been paid, and there is $482,000 today unpaid on that loan, 
and I think, sir, that loan is in good standing today as to principle and 
interest. 

Mr. Bass. What is the Yungli Chemical Industry? Is that operating 
now? 

Mr. Waven. I assume it is. 

Mr. Arey. I know about that. 

Mr. Waven. Mr, Arey was in the bank at the time, and it was be- 
fore my time. May I defer to Mr. Arey? 

Mr. Bass. Yes. 

Mr. Arey. It was a chemical industry setup while the Nationalist 
Government was still in power, with the support of the Government, 
although it was set up by private individuals. I think we have the 
guaranty of the Bank of China, and we have received repayments of 
the million or so that was disbursed out of funds that. were in the 
United States. They continued to pay on that. Whether or not it is 
operating, I don’t know, because we canceled the credit before it was 
all disbursed. 

Whatever did go over landed, of course, in the hands of the Chinese 
Communists when they took over. 

Mr. Wauen. But that loan is not delinquent today. The interest 
and principal payments are being made on the loan. 

Mr. Bass. But the one and one-half which was paid was lost to the 
Communists ¢ 

Mr. Arey, I assume any equipment that went in by Yungli prior 
to that time is still over there. They could not take it out as they could 
the ships, 

Mr. Bass. You don’t know whether the Yungli is still existing, still 
active? 

Mr. Arry. No. 

Mr. Waueu. My impression is our payments are coming from the 
guaranty of the Bank of China. 

Mr. Arey. Yes. They are coming from the funds in the United 
States of the Bank of China. 

Mr. Bass. No further questions. 

The CuarrmMan. Mr, Healey. 

Mr. Heater. Do you have any security for these delinquent loans! 

Mr. Wavau. No, sir. We have security—now, that is not exactly 
correct—on one of the private loans in Mexico that we are working on, 
we have some security. I would be glad to give you a little more 
information about that, but for the most part our loans are made on 
promises to pay. 

Mr. Hearry. No questions. 
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Mr. Berts. Would you yield? 

Mr. Heatey. Yes. 

Mr. Berrts. The loans made are on the promises of the Government ? 

Mr. Waveu. Full credit and guaranty. 

Mr. Berrs. You mean a promise of the borrower to pay is guaran- 
teed by his government / 

Mr. Wauen. Some directly by the governments. Some guaranteed 
by» the governments, some guaranteed by private banks, and some 
without guaranty. 

Mr. Mumma. Mr. Healey, will you yield? 

Mr. Heatey. Yes. 

Mr. Mumma. Is that recourse or nonrecourse? The Galion Iron 
Works. Did the Galion assume any—— 

Mr. Waven. I think it is $102,000, is it not, sir? 

Mr. Mumma. Yes, even that. 

Mr. Waveu. The paper that we buy from the United States ex- 
porters is nonrecourse paper. 

Mr. Mumma. Nonrecourse. 

Mr. Wavueu. If they wanted to have recourse paper, they might be 
able to get it from other sources. 

Mr. Mumma. Thank you. 

The Cuamman. Mr. Seely-Brown. 

Mr. Seery-Brown. To what degree are imports into the United 
States financed by the bank? 

Mr. Waveu. Practically no imports are financed by the bank. They 
are all taken care of by the private banks in this country. We have 
practically no call to finance imports. 

Mr. Srety-Brown. When you make credit available for purchase 
abroad of an item such as a textile loom to what degree does the bank 
study the possible aftereffects of such a loan on the domestic textile 
industry here in this country ¢ 

Mr. Wavueu. Well, I do not think that we study the effect of the 
textile industry in the country to the extent that you do—that you 
suggest, and I rather imagine that that involves the same questions, or 
is based on the same questioning that was asked by either Mr. Ashley 
or Mr. Vanik, on the question of airplane financing—the question of 
whether or not our manufacturers can sell in the foreign field, as 
against competition in similar lines throughout the entire world, is the 
basic question, as we see it. 

Mr. Seety-Brown. Well, does anybody review the loans you author- 
ize? 

Mr. Wavueu. Does anyone review it? 

Mr. Srery-Brown. In other words, if you decide you are going to 
loan X million dollars, and make that amount of credit available for 
purchase abroad of textile machinery—let us assume that the textile 
machinery is bought in this country and then shipped abroad, does 
anybody review your decision whether or not that loan should be 
made ‘ 

Mr. Waveu. The Secretary of the Department of Commerce, as a 
member of NAC, reviews that decision, yes. 

You see, all of the loans that we make, sir, go before the National 
Advisory Council, which is the council which by law coordinates all 
international financing. The National Advisor y Council has the Sec- 
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retary of the Treasury as a member and chairman, the Secretary of 
Commerce, the Secretary of State, the head of the Federal Reserve 
Board, and the President of the Export- Import Bank, and loans are 
all reviewed by those agencies of Government. 

Mr. Srery-Brown. But your Board primarily interests itself in 
whether or not it was a good or bad loan. The matter of overall 
policy as it might aftereffect our relations with other countries or its 
effect on our domestic industry is handled by this Advisory Council, 
rather than by your own Board of Directors. Is that it, ¢ generally 
speaking ¢ 

Mr. Wavau. I would say generally speaking, yes. 

Mr. Brown. Mr. Seely-Brown, would you } yield to me? 

Mr. Seeiy-Brown. Yes. 

Mr. Brown. Are you authorized to make a loan to a borrower if 
that borrower could obtain the loan elsewhere ? 

Mr. Waveu. In the private capital market we are not authorized 
to make the loan if the borrower can obtain the loan in the private 

capital market on reasonable terms. 

Mr. Berrs. In line with Mr. Seely-Brown’s question if the Advisory 
Board disapproved the loan, what is the course ¢ 

Mr. Waveu. To refuse it. 

Mr. Betts. They have the last word ¢ 

Mr. Wauau. Yes. 

Mr. Betts. They have the decision. 

Mr. Waven. The National Advisory Board by law has the last word 
on international financing in this country. 

Mr. Berrs. I understand that. I was just bringing it out for the 
record. 

The Cuarrman. Mr. Rutherford. 

Mr. RuruHerrorp. What is your view on unstable governments, if 
we might so refer to them, principally in South America, on loans, on 
the recognition of governments that might take over in a revolution. 
What is your experience / 

Mr. Waven. I am very glad you asked that question. That is a 
problem that bothered me when I went in the bank. In the 23-year 
history of this bank, the bank has loaned in Latin America over a bil- 
lion and a half dollars, of which $600 million have been paid—I am 
not taking into consideration loans authorized but not disbursed—the 
bank does not have a record of a defaulted loan. The succeeding 
government has been willing to recognize the debt of the previous 
government. The record has been to me quite remarkable, Mr. Ruther- 
ford. 

Mr. RurHerrorp. I am particularly interested. I think that cer- 
tainly it is the case they need help and too frequently we look to greener 
pastures in E urope, when we have in our own backyard people who 
are necessarily in need of financing. What is your pr ocedure on financ- 
ing in X country, whether in Latin America or Europe such as that, 
where they have a loan that is in arrears, as to making new loans ? 

Mr. Waven. A loan that is in arrears to whom 

Mr. Rutuerrorp. To the country, to the individual, or whatever 
the purpose might be? 

Mr. Waveu. Well, we do not make any loans to any countries 
where the Government obligations are in arrears, with the possible 
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exception of some old-time loans that were made many years ago, 
pre-war, pre-World War I. 

On the other hand, we find that there are debtors in certain coun- 
tries that are slow, and that is the place where we proceed with 
caution in advising our own exporters to ship to the countries that are 
not taking care of their current obligations in a manner in which we 
think they should. 

Mr. Ruruerrorp. In other words, actually the only time possibly 
you might compound a bad loan is to have 3 or 4, and they are possibly 
current, and then they all become delinquent, in a manner, at one time. 

Mr. Wavueu. The problem, Mr. Rutherford, I think has been more 
noticeable in the extension of private credits than it has been in 
credits to Government or Government-guaranteed loans. 

Mr. Rutuerrorp. Thank you, Mr. Chairman. 

The Cuamman. Mr. Henderson. 

Mr. Henverson. Thank you, Mr. Chairman. 

Mr. Waugh, is the bank regarded more or less as an instrumentality 
of international policy in this country? Is it regarded in that way ? 

And if it is regarded in that way, is it used for developing interna- 
tional policy ? 

Mr. Wavuau. I think that the results of the bank’s activity has a 
very definite effect upon the relationship between our country and the 
other countries, yes, sir. 

Mr. Henverson. I notice in the report that various rates of 
terest are charged to various borrowers‘ Are any of those interest 
rates adjusted so as to play some part in international policy 4 

Mr. Wavueu. No, sir. Our interest rates largely depend upon the 
cost of money to us, and we do not discriminate between governments 
or between borrowers, in respective fields. 

The variance of the interest rates, Mr. Henderson, you will find 
usually run over a term of years. If you take any one given period, 
you will find our interest rates are consistent for that particular period. 
Our interest rates today are the highest that they have ever been, 
principally because the cost of money to us has been the highest that 
it, has ever been, in the 23 ra irs of the bank’s history. 

Mr. Henperson. What has been the highest interest rate in the 
last calendar year? 

Mr. Wavueu. I would say 6 percent is the highest rate that we have 
charged, and that 5 percent is probably the lowest one. 

Mr. Henpverson. In making loans, is it customary to attach condi 
tions of one sort or another to those loans ¢ 

Mr. Wavueu. Oh, yes, yes indeed. We attach conditions, certainly. 

Mr. Henpverson. Are those conditions apt to result in some desired 
economic adjustments in the ec onomy of a given country / 

Mr. Waveu. There is no question in my mind, Mr. Henderson, but 
that we dothat. Wesit down with the representatives of a country and 
discuss problems in a banker-borrower relationship, discuss with that 
particular country the economic changes that we think should be made 
within the country, and as a matter of fact, some of our loans are only 
made when, as, and if contemplated changes are made. 

We do not find any resentment if we sit down and talk frankly on 
a banker-customer relationship. 
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Mr. Henverson. Do you find at times the conditions which you 
impose are refused by the borrowing country ! 

Mr. Waveu. Well, they can alwa ays refuse our conditions, sir, but 
on that basis, if our judgment is sound, they do not get the money. 

Mr. Henperson. Now, in the repayment of these loans, is it ever the 
case that some instrumentality of our Government is responsible for 
the repayment of these loans, such as some of the mutual aid we have 
extended to other countries 

Mr. Waveu. It may be t hat in year’s past there has been some bene- 
fit derived from that particular source, but I do not see direct evidence 
of it right now. 

On the other hand, in cooperating with the ICA, and with other 
agencies of the Government, particularly ICA, we can make loans. 
ICA finances the training of technicians and together we can develop 
a good industry in the countr y at the same time that they can spend 
their funds well in developing the management of the business which 
results in a better loan. 

Mr. Henperson. It is possible that we can be in the position of 
repaying our own loans—is that not so? 

Mr. Wavueu. Yes, I think that could be true, and in times pee st, 
I think it may have been true. But I do not see evidence of it at 
this time, sir. 

Mr. Henpverson. Now, there is one final question. In turning to 
your participation as an agent for ICA, to what extent do you act as 
the agent for ICA ? 

Mr. Waven. We are simply the administrative agency for ICA. 
We do not handle the negotiations. 

The theory, I am told, is that if ICA, as such, should ever go out of 
business, they want to have some agency in the Government to service 
these loans over a term of years, and the bank has loans outstanding 
over a term of years. Our bank was named as the administrative 
agency for ICA loans. 

Mr. Henverson. Your board has no part in the policy of the ad- 
ministration of ICA funds, then ? 

Mr. Waven. No. 

Mr. Henprerson. What is the total personnel of your organization ¢ 

Mr. WavuGu. One hundred and ninety, as of the first of this month, 
and that ineludes all branches, from the janitors, up ° and including 
the directors 

In addition to the 5 directors, we have 4 officers, executive vice 
president, senior vice president, treasurer and secretary, plus 5 im- 
portant division chiefs. 

They are all listed on page 1 of your new semiannual statement. 

The Cuarman. Mr. Coad. 

Mr. Coan. Mr. Chairman—Mr. Waugh, I would like to ask a 
question on page 54 of the report, under the country of Mexico, where 
there is an item for $5 million, and it simply states beef and dairy 
cattle. Is this a loan so that we can export beef and dairy cattle 
to the tune of $5 million—and if so, I am happy. 

Or does it mean that we are loaning $5 million so that they can raise 
beef and dairy cattle? 

Or is it $5 million so that we can import beef and dairy cattle, and 
if so, I would cert: uinly not be very happy about that. 








26 EXPORT-IMPORT BANK LOANS 


Mr. Waveu. I am happy to answer that question, Mr. Coad, and 
I hope that no one prompted you to ask it. 

Mr. Coap. No; I was not prompted to ask it. I ask it myself, be- 
cause I come from one of the finest of our agricultural and ‘dairying 
areas in the United States, and I was prompted to ask it in the in- 
terests of my people. 

Mr. Waveu. Mr. Coad, the bank loaned $5 million to the Credit 
Bank of Mexico, for the purchase of cattle in this country. They 
have purchased 16,423 head of beef cattle, for a total of $3,300,000, at 
an average price per head of $200. 

On dairy cattle, they have bought in this country 3,671 head of 
cattle, for a total of $1,200,000. 

These cattle were purchased in the drought-stricken areas of this 
country, and were sent to Mexico to assist in the development of the 
herds, the dairy herds and beef cattle herds in that particular area. 

I have before me a list of every dollar which was spent in each State 
up to the Ist day of March. 

Mr. Coap. Thank you; would you insert that in the record. 

(The data requested above is as follows :) 


Payments to date on cattle purchases by States 





Arizona __--- comteadumcas My aes; eee) eanmonotA.... a Jas $6, 160 
rents a UL 197, O75 | New Mexico. ees 51,110 
Se eee eee ae db 49 400 4 Ohii0 oie oc oc nn <- = 49, 050 
ie cats 63, O80 | Texas co ee ; 1, 8372, 460 
8 ES Saateee 13, 470 | Utah 4 ee 30, 430 
Iowa___-_- Negeett cick orca ek emtiees rt 440 | Wisconsin_- aL 391, 103 
ec ete , 180 ——_—______- 

Serb osetia tis Ry 625 | Total__- 3, 519, 112 


Mr. Coap. I would like to ask another question here. Do we have 
any loans that actually could be attributed to the fact that we are loan- 
ing in order to import any agricultural products, such as Argentine 
beef ? 

Mr. Waveu. The answer is “No.” 

Mr. Coap. From any place in the world ¢ 

Mr. Wavueu. The answer is “No.” 

Mr. Coap. Thank you, sir. 

Mr. Waueu. I might say, inasmuch as you come from Iowa and I 
come from Nebraska, we are not directly affected by the sale of cattle 
to Mexico, because we were fortunate enough not to be in the drought- 
stricken areas. 

But I think, more important, from the day of the announcement of 
the loan, the cattle market stiffened. 

Mr. Coap. You mean, went up? 

Mr. Waueu. Yes, sir. 

Mr. Coap. How many years will it be before Mexico will increase 
its herds to affect us adversely 

Mr. Waveun. Mr. Coad, if you have been to Mexico lately and seen 
the pathetic condition of the farm people down there, you will find all 
we can do to help them develop their beef and dairy herds will help 
them increase their purchasing power to purchase from this country. 
They are going to come in to us this fall for another $5 million loan. 
I consider this $5 million cattle loan one of the most productive loans 
made in the 18 months I have been with the bank. 
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Mr. Coan. Let me ask this question. Can any of the $5 million 
be used for the restriction or eradication of hoof-and-mouth disease 
in afflicted areas of Mexico? 

Mr. Waven. No. This loan is simply for the purchase of beef 
and dairy cattle from the drought-stricken areas of this country. 

Mr. Coap. Do they have a program down there to eradicate that? 

Mr. Wavau. They have a very fine program, I can say. I was very 
much impressed with the director of agriculture and the head of the 
agricultural bank in Mexico. 

Mr. Coan. That is all. 

The CHamman. Mr. Chamberlain. 

Mr. CHAMBERLAIN. How do you make the determination private 
capital is not available to a borrower elsewhere 4 

fr. Waven. It is not as difficult as you might think, because you 
can check with the borrower’s bank, in most instances, and we know 
the types of credit the banks are interested in. I might say we had 
five applications for loans last fall which we could sense were loans 
which would normally go to banks. We declined all of the five loans 
because we thought if we would make the loans merely because the 
money was tight we would be violating the Government’s policy to 
restrain inflation in the banking field. 

It is not as difficult as you might think. 

Mr. CHAMBERLAIN. Referring to your exhibit B here, and, first, let 
me ask if I understand you correctly as far as your budget is con- 
cerned: You state you make your budget request and then you are 
granted authorization by the Bureau of the Budget, the Congress? 

Mr. Waveu. By the Appropriations Committee. 

Mr. Cuampertain. The Appropriations Committee? 

Mr. Waveu. Oh, yes. 

Mr. CHampBertatin. And then that is paid from your earnings ? 

Mr. Waven. That is correct. 

Mr. CHAMBERLAIN. So that no appropriation is paid whatsoever? 

Mr. Waveu. That is correct. The bank has never had an appro- 
priation in the common usage of the term. 

Mr. Cuamper.atn. Here. you list as your operating expenses your 
interest paid on notes held by the Treasury, and then your admin- 
istrative expenses of $114 million. Is that what I read this to be? 

Mr. Waveu. That. is correct. 

Mr. CHAMBERLAIN. Does that represent the total administrative 
expenses for your bank? 

Mr. Waveu. Yes, sir. 

Mr. CHAMBERLAIN. Your salaries, your paper clips, and your rent, 
and whatever you have to pay, is that one million and a half? 

Mr. Waveu. Every single item, and I would like to have you 
compare that expense ratio of 1.5 percent to the gross of $85 million. 

Mr. CHampertarin. Yes; I noticed that. 

The Cuarrman. Mr. Breeding. 

Mr. Breepine. Mr. Waugh, do we make loans to any country that 
is under the influence of Russia ? 

Mr. Waven. We are precluding from making such loans, Mr. 
Breeding, under the Battle Act. 

Mr. Breeprne. The loans we made to Red China, was that National- 
ist China ? 
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Mr. Waveu. Yes; when they were on the mainland. 

Mr. Breeprne. A total of 220 million ? 

Mr. Wavueu. $200 million actually paid out of which 167 has been 
repaid. 

Mr. Breeptne. I notice in your remarks you mentioned that we sold 
10 or 12 boats to China, Nationalist China; that they were paying on 
4, and then in turn sold the boats to Thailand. 

Mr. Waven. We transferred the debt and collected from Thailand. 

Mr. Breeprne. Do we make loans to any country that perhaps im- 
rts from Russia or Red ¢ ‘hina? 

Mr. Wavueu. No, sir; we are precluded from doing so by the Battle 
Act. I think perhaps I should call yous attention to the fact we have 
a loan to Poland which was made before Poland came under the in- 
fluence of the Soviet Union, and I think it is only fair to say they have 
never missed a day on payment for principal or interest on that loan. 

Mr. Breeprna. I was interested in the question of Mr. Coad, on the 
$5 million you have loaned to Mexico. I come from a drought area. I 
wonder if you can make a loan to the people in my area to restock the 
area when we do get rain? 

Mr. Waven. The answer is “No.” What is your State? 

Mr. Breepinc. Kansas, Dodge City area. 

Mr. Wavucu. A sm: ‘Il y purchase was made under the Mexican credit 
from Kansas, the drought area, but very small. 

Mr. Rurwerrorp. I must state I come from the southwest area of 
Texas. ie] Paso section. ] have roughh 600 miles of —— ony ese ‘der. 
We are not quite as enthusiastic about this 5 million loan, and how it is 
being operated, and what it is doing for the drought area, as you ure. 

Mr. Wavoeu. I am quite surprised to hear that because the en- 
thusiasm I have received is from the cattlemen and not the bankers. 
$3,373,000 worth of cattle was sold to Mexico out of the drought area 

1 Texas. 

Mr. Ruruerrorp. Do you have the number of cattle in that 3 mil- 
lion? That is the main thing. The y are buying only champion beef 


‘iv 


registered stock. They are buying top grade stuff. They are not re 
ducing from the drought land area any herd. From the Mexik 
standpoint they are improving their beef and dairy herd, but as to re 
moving any of the cattle i In great quantities in the drought area, which 
was alleged to have been the purpose, that was not the case. 

Actually, in some ranches, and we have some pretty big-sized opera- 
tors out there, it has been some help. But I re present west Texas, out 
where the west IS, and we have a great amount of opposition to this 
program, and I do not think it is doing, from the Texas side or Ameri- 
can side, what it was held out to do. 

Mr. Waveu. I am literally amazed because you are the first person 
I have had one word of protest from. They bought 15,000 head of 
beef cattle, and I presume, did not get registered cattle for registered 

cattle in Texas is certainly selling for more than $200 a head, and that 
was the average price paid for these cattle. 

Mr. Ruruerrorp. You have quite a few out there very much dis- 
turbed. This went into practice in August or September, as I recall, 
last year ? 

Mr. Waven. That is correct. 
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Mr. Rurnmerrorp. While I was in the District. I received a great 
number of protests, and since I have arrived here I have received 
several long and lengthy telegrams on the subject, from my section 
of Texas. 

Mr. Waveu. The head of the Cattlemen’s Association went down 
to Mexico and promoted this program along with Allan Kline, one 
of our directors. 

Mr. Rurnerrorp. As I say, most of the big cattlemen might say 
“Yes,” But they have sections where they reduced the herds in order 
to keep them from bumping their heads against the oil wells out there. 
But the boys who had 60 or 180 head, suc sh as that, who really needed 
to reduce, their herd was not reduced at all. 

Mr. Coap. Will the gentleman yield ? 

Mr. Breepine. Yes. 

veh ve Was this to be a drought relief measure for the South- 
west, or was it to help Mexico? 

Mr. Ww AucH. Both. The purchases were limited to the drought 
area States, and so defined in the loan agreement. 

Mr. Coap. Are you aware whether our imports from Mexico, con- 
cerning beef, have gone up or down since this program started? 

Mr. Wavan. I don’t think that our imports will be affected. This 
is more or less to develop the herds of the small farmer. ‘The cattle 
were sold out in small units of two or three to assist in the develop- 
ment of herds. 

The CuatrmMan. Mr. Breeding’s time has expired. 

Mr. Waugh, is there any conflict in the jurisdiction of the Export- 
Import Bank and the World Bank 

Mr. -Waveu. We have had some problems in working out a degree 
of cooperation between the International Bank for Reconstruction and 
Development and the United States Import-Export Bank. 

The National Advisory Council has made a ruling which has 
clarified any possible misunderstanding that may have existed. It 
1s simply this: If a foreign buyer wants to buy in a domestic market, 
the United States market, he may come to the Export-Import Bank 
for his financing. If, however, he wants to buy on the International 
market, he should go to the IBRD for his financing. 

We are cautioned, however, that both banks should coordinate 
their Joaning operations, as any two banks would or should, loaning 
in a common area, or to a common borrower. We are trying to work 
very ¢ - ely with the IBRD in our operations. 

The Cuamman. On the loans you make none of the dollars ever 
leave the United States, do they ? 

Mr. Waveun. That is correct. 

The Cuatrman. They remain here as a credit that can be used? 

Mr. Wauen. That is correct. 

The CuarrMan. You have control of the fund until it is finally dis- 
bursed, do you not? 

Mr. Waveu. That is correct. 

The Cnatrman. So that if there should be any misunderstanding 
between you and the borrower you would be in a position to correct it, 
up until the time the funds were finally disbursed 

Mr. Waven. That is correct. In other words, we have control of 
the funds until the time the agreed conditions have been met, in our 
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judgment. On large development loans we often send our engineers 
out to make a physical inspection of the plant before we make our 
final payments. 

The Cuatrman. Mr. Talle, you may ask a question if you wish. 

Mr. Taxxx, I would like to check some figures with you for the 
historical record, as to lending authority. [ understand under the 
Export-Import Bank Act of 1945 the lending authority was increased 
from 700 million to $3.5 billion ? 

Mr. Wavuen. The 1945 act increased the lending authority to $3.5; 
yes, sir. 

Mr. Tarix. Then in 1951 the lending authority was further in- 
creased by 1 billion? 

Mr. Waven. That is correct, to $4.5 billion. 

Mr. Tatizr. Then by the act of 1954 lending authority was in- 
creased by 500 million ¢ 

Mr. Waven. That is correct. 

Mr. Tarte. So adding 3.5 and 1 billion and $500 million, the total! 
lending authority is now $5 billion? 

Mr. Waven. That is correct. We divide that 1 billion dollar 
capital stock, which is all owned by the Treasury, and 4 billion 
additional borrowing authority, for a total of 5 billion dollars. 

Mr. Tauie. Thank you. That answers my question. 

Mr. Kizsurn. Will you yield? 

Mr. Tate. Yes. 

Mr. Kitgurn. You say earned surplus received for contingencies 
is $440 million. An ordinary bank statement will list their capital, 
then their surplus, then their undivided profits, then they will list 
their reserve for contingencies, and many have allocated loan reserves 
which they take out of their statement, when they publish their state- 
ment, on both sides. That is, they take it out of their reserve and out 
of their loan. 

Mr. Waven. Yes, sir. 

Mr. Kiisurn. Is this actual surplus, or is any of it-allocated? 

Mr. Waven. It is not allocated. I prefer to call it reserve for 
contingencies rather than surplus. This $440 million consists of the 
bank’s reserves and undivided profits. It represents the accumulated 
earnings from the bank’s operations after the payment of (1) interest 
on borrowed money; (2) all operating expense ; and (3) dividends 
to the Treasury on the bank’s capital stock. In recent years dividends 
have been paid at the rate of $22.5 million annually. 

Mr. Kitsurn. I was just wondering. You say reserve for surplus. 
I am wondering if it is actual surplus or if you think there is going 
to be contingencies that you know of now, whereby some of it woul d 
go out! 

Mr. Wavuen. I want to make it perfectly clear that we do not have 
any undisclosed contingencies that we have not brought before this 
committee. We have, of course, $2,600,000,000 of loans outst anding. 
Some problems may develop as time goes on. But we want to keep 
this committee fully informed as to any problem cases we have on our 
books. There is no contingency that I can see that will materially 
affect the surplus and undiv ‘ided profits of $440 million, other than the 
ones we have mentioned this morning. 
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The CHaimman. Mr. Multer. 

Mr. Mvuurer. Mr. Chairman, do we have permission to sit while the 
H{ouse is in session today ? 

The Crrarman. No: we don’t; but we can sit here for a while. 

Mr. Muurer. Mr. Chairman, I believe that Mr. Patman has about 
15 minutes of questions he would like to put to these gentlemen. I 
have questions that I think would probably take me 15 or 20 minutes. 
I think they are important. I would like to get to the floor. I would 
like to know when we can resume, at the convenience of these gentle- 
men, without delaying too much. I am willing to come back this 
afternoon. 

The Cramman. The House meets this afternoon. You may ask 
your questions now. 

Mr. Mutter. Mr. Waugh, I do not think we have a precise answer 
to the question of delinquent loans. May I suggest, if you please, you 
submit a—I know you have not tried to evade any questions. You 
have been most responsive, when your attention was directed to a 
specific matter, and I just would like to have the specific information 
on. the record so that there is no question about this. 

When we talked about delinquent loans this morning, most of the 
time we got off into discussion of the Chinese loans. 

Will you give us for the record—and you can supply it at your con- 
venience; you do not have to try to give it to us at this moment—on 
the question of delinquent loans, I would like to have a statement 
which shows the entire amount of delinquencies, broken down, if you 
can do it, please, by the amount of loans which are delinquent because 
they have not been paid after the maturity date has gone by. Then 
delinquent loans which are delinquent due to the fact that the maturity 
date has not arrived, but principal and interest have not been made. 

And then a third item, if there are such loans which are delinquent, 
maturity date not having arrived, but where interest only is being 
paid. 

In other words, if we can break it down where there are any such 
cases where principal payments and interest have been defaulted, 
where principal payments on a loan have been defaulted and interest 
has not been paid? Do I make myself clear, Mr. Waugh? 

Mr. Waveu. Yes, Mr. Multer, except I assume you don’t want us 
to put on the record loans on which they are temporarily delinquent 
which might embarrass ut in our negotiations if it became public 
knowledge / 

Mr. Muurer. I don’t want the names. You might indicate there 
are X dollars of loans which had recently gone into default, but which 
you are not listing as delinquent because you may reinstate them. Can 
that be done? 

Mr. WavueH. Yes; it isa very simple matter. 

Mr. Moutrer. Thank you. That may answer the question in my 
mind as to what the ratio of delinquent loans may be. ’ 

(The material above referred to will be furnished. ) 
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19, 1957) 


Statement of loans delinquent as of Dec. 31, 1956, unpaid to date (Mar. 












Country Obligor | Principal out- Principal Interest Total 
standing past due 

i | we: eR A 
China ! " | Government $30, 908, 386. 72 |$8, 019, 174. 55 |$7, 133, 454. 24 1$15, 152, 628. 79 
Colombia 2. - | State government. 67, 162. 50 19, 701, 00 | 19, 701. 00 
Egypt 3 | Privat 29, 346, 45 | 9, 782.15 | 996. 98 | 10, 799. 13 
Mexico 4 | do 4, 682, 067.69 | 860, 709. 00 | 121, 590. 76 | 982, 299. 76 
Do 6 | do | 661, 337.16 | 357, 937,16 65, 891. 57 423, § 3 
Union of South Africa 6__| do 737, 497. 60 | 15, 600. 78 | 7, 266. 87 22, 887. 65 
Total eel cl 9, 282, 904. 64 | 7,329, 200. 42 | 16, 612, 105.06 


















1 China: Detailed information as to these loans set forth in Mr. Waugh’s testimony in this hearing. 

? Colombia: Obligor has deposited equivalent of Colombian pesos with Banco Nationale pour le Commerce 
et Industrie; dollar exchange awaited. Due Aug. 30, 1956. 

Egypt: Nonpayment claimed to be due to dollar exchange restrictions within control of U. S. State 

Department. Due Sept. 17, 1956. 

4 Mexico: Current negotiations anticipate assumption of indebtedness to Eximbank and enlarged opera- 
tions. Due June 30 and Dec. 31, 1955. 

§ Mexico: Mine now operated by lessor on royalties rental basis. Settlement negotiations 








may be termi- 






nated by legal actions. Due June 30, 1955, through met. 31, 1956. 
6 Union of South Africa: Operations suspended due to catastrophe an A Sood damage to mine. Eximbank 
board has approved postponement of payments during peric ‘dof reha ib vilitation. Due Dec. 31, 1956 





Mr. Mutter. Now, with relation to your question on oper ating 
expense, I ask this not to embarrass, but I think the answer would be 
a good one, and one we should be informed of. Does your operating 
ratio compare favorably with that of private banks? In other words, 
what I have in mind, in most cases potshots are taken at Government 
agencies and particularly at Government lending institutions that 
the private banks can do a great deal better job at less expense. My 
impression is your expense of operation compares very favor ably. 

Mr. Wavan. The expense ratio of a private bank runs 50 to 60 
percent of the income, where we run 1.5 and 1.6 percent of the income. 
Less than 2 percent of the income. 

Mr. Mutrer. That was the point I wanted to bring out. 

Now, you mentioned the private loan to Egypt, payment of which 
I think you indicated was presently blocked. 

Mr. Waven. Yes. 

Mr. Muurer. Has that loan been guaranteed by the Government? 

Mr. Wavuen. Yes, sir. 

I am wrong, they tell me that this loan has an exchange assurance 
only. It was a loan for a privately owned fertilizer plant, and the 
original amount of the loan was $714 million and the unpaid balance 
is $2,175,000. Now, that loan has a principal payment that has been 
made and it is in bi oan -d funds. As soon as they straighten out the 
situation with Egypt, and the funds are unblocked, I think we will 
have no difficulty in making this collection. 

Mr. Murer. When was that loan made, sir? 

Mr. Wavuen. Sir? 

Mr. Mouurer. When was that loan made? 

Mr. Waven. The loan was made in 1947. It was a $714 million 
loan, on which over $5 million had been paid. 

Mr. Mutter. The purpose of the loan, sir, was what ? 

Mr, Waveu. To build a fertilizer plant. We have a mortgage on 
the plant. We understand the fertilizer plant is worth between 40 
and 50 million dollars, and is privately owned. 

Mr. Mutter. The mortgage would not be any good if Mr. Nasser 
nationalized the plant, as he nationalized the Suez Canal. We did 
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not have that problem when we made the loan, and, of course, we hope 
he does not do it. But we did not anticipate any "such possibility m 
1947, when the loan was made. 

Tell me about the smaller loan—is there a smaller loan, a $56,000 
loan ? 

Mr. Waven. Yes; one for $30,000. 

Mr. Moutrer. There is just the one? 

Mr. Wavueéu. Yes; one additional for $30,000. These are the only 
loans we have outstanding in Egypt. 

Mr. Mutrer. You indicated something about two delinquent pri- 
vate loans in Mexico. 

Mr. Waveu. Yes. 

Mr. Muurer. Are they guaranteed by the Government, or by the 
bank ? 

Mr. Waveu. No, sir. 

Mr. Muvrrr. What was the nature of those loans? 

Mr. Wavueu. Mining operations. 

Mr. Motrer. In that connection I think you indicated to the chair- 
man when he asked the question that funds do not leave the United 
States. That is not completely accurate, is it? If it is a loan which 
requires payment for construction, or even mining—— 

Mr. Wavuen. We call it goods and services. If we have United 
States contractors operating, their services are paid for. 

Motrer. To the exte nt we pay for American services, and we 
pay for American equipment that is going abroad, the money does not 
stay here. 

Mr. Waven. There are certain small exceptions. 

Mr. Mutter. Any place where there is a mining operation, with 
local labor, it is paid locally, is it not? 

Mr. Waven. We do not fi ice local la 

Mr. Muurer. You do not? 

Mr. Waveu. We do not finance operations in local currency. 

Mr. Mutter. Now, on the loans to Argentina, when were the 
quests made for such loans? 

Mr. Waven. Last summer. Since the new government came in. 

fr. Muurer. I am not questioning why you made them, or anything 
of that kind. I was in Argentina at the end of 1956 and I made some 
inquiries about those loans. 

I have no fault to find with them. Is not a large portion of each 
of those loans to be used to pay for local labor in connection with the 
reconstruction of the transportation system ¢ 

Mr. Waveu. No sir; they are for the purchases of goods in this 
country. 

Mr. Muurer. Are they not rebuilding some of their freight cars and 
passenger cars in connection with modernizing the transportation 
system ¢ 

Mr. Wavuen. With their own money. There is none of our money 
in that, sir. The only thing that our credits are for is for the pur 
chases made in this country. 

Mr. Muurer. It may be that I misunderstood the Argentine bank 
representatives when they discussed these loans with me. But I 
thought they indicated otherwise to me, and I think your statement 
is more aceurate. They indicated that a large part of the money 
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would be used for repairing and rebuilding obsolete equipment, rail 
cars and freight cars, and the like. They took the time to show me 
some that had been run down, and had to be rebuilt. 

Mr. Branp. Perhaps I can assist on that point. 

Mr. Waven. Yes, Mr. Brand. 

Mr. Branp. The first allocation was $56 million, and approximately 

$5 million was for freight in this country, so that there was approxi- 
mately $50 million for purchases of equipment in the United States. 

The first $8146 million was for the purchase of diesel locomotives. 
There was to be 150 diesel locomotives purchased from manufacturers 
in the United States. Then there was $4 million for Westinghouse 
air brakes. 

Now, the equipment is all purchased in this country. But any 
additional costs to put the brakes on the cars and connect up the 
couplings, and so forth, is at their expense. And then a large portion 
of that also went for rails to be purchased in this country, switches, 
signal systems, and apparatus of that kind, and then the total arrives 
at $50 million. 

But every single dollar is for purchases in United States, and not 

dollar in Argentina. 

(Supplementary data supplied by Mr. Waugh follows :) 


Allocations in the Argentine credit made to date 


[Thousands of United States dollars] 


Eximbank | Supplier 
Equipment otal cost credit participa- 
tion 

130 locomotives, wide gage, 1,800 horsepower $31.9 $25, 52 $6. 38 
20 locomotives, medium gage. - - 8 3. 04 76 
200 hopper cars 2.4 1. 92 ts 
Bogies ; ; 
Rails 875 R75 
Track-maintenance machinery 2.5 2.5 
Diesel engine locomotive machinery 1.5 1.5 
Diesel engine locomotive spare parts 4 j 
10 compressors and pneumatic equipment $ ' 
Westinghouse brake equipment { . 2 0.8 
Buffers, drawgear, and couplers f 5 
Tabulating machines- -. 1. 65 1. 65 
3 tughoats_ - 650 650 
Highway equipment 3 2.4 . 60 

Total. 60. 175 51. 155 9. 02 
Freight- 5 

Total. WH. 155 


Mr. Murer. I want to Say from what little I learned about. it, 
that is one of those loans that can do more than anything else to help 
a country strengthen its own eccnomy. Without a decent transporta- 
tion system, their rail transportation system, they might just as well not 
produce, because if they cannot get their production to market there 
Is No point in producing. 

I think this particular loan, like many others you made, is a very 
good one, having in mind what you intend to do in these countries. 

I am partic ularly interested in the public announcement recently 
about your revamping your policy and getting up forms of application 
that can be used by applicants. 
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Did you have in mind getting up a form of application for loans 
that would facilitate the small-business man in applying for and 
getting loans? 

Mr. Waueu. That is exactly what it is for, on the export or credit 
type of loan. 

Mr. Muurer. You did mention one very small type of loan. By and 
large most of your loans have been large ones ! 

Mr. Waveu. Our large loans, Mr. Multer, usually represent a 
number of small loans put into one purchasing contract. For example, 
we have a loan in Indonesia, $14 million for the building of a cement 
plant, where the United States manager said he thought they were 
buying from 1,000 suppliers in the United States. 

So the size of the loan does not mean we are doing business with 
big business exclusively. It means that often the small business is cor- 
related into one major prime contractor. 

Mr. Mutter. You do have rather close liaison with the Federal 
Reserve Board, and the Secretary of the Treasury, in connection with 
your operations, do you not? 

Mr. Waven. We have connections with the Secretary of the Treas- 
ury, very close connections. We have connections with the Federal 
Reserve Board, through membership in the National Advisory 
Council. 

Mr. Mutter. In that connection one thing disturbed me somewhat. 
Maybe I should not be disturbed, but you said earlier in the morning 
there were 5 loans presented to you in the fall of 1956, which you 
disapproved because of the tight money policy. 

Mr. Waveu. No. 

Mr. Mutter. Did I misunderstand you? 

Mr. Waven. That is not exactly correct. We disapproved those 
five loans referred to because normally those loans were loans that 
would be made by the private banking institutions, and we did not 
think that we should start now to make loans that normally would 
be made by the private banking institutions and were not being made 
solely because of the tight money situation that existed in the country. 

Mr. Muvrer. It did not appear that those banks, the normal bank- 
ing connections of these five applicants, were turning them down 
because they did not have the money available for them ? 

Mr. Waveu. That was the only reason in the world they turned 
them down. They told us to that effect. They said if the money 
market was not so tight they would make these loans. 

Mr. Muurer. Don’t you think it was your function to make these 
loans ¢ 

Mr. Wavau. I do not. 

Mr. Betrs. Will the gentleman yield? 

Mr. Muurer. Yes. 

Mr. Berts. If you stepped in and made the loan you would be doing 
exactly counter to what the Federal Reserve wanted ? 

Mr. Waucu. We would be running directly contrary to the policy 
of the United States administration, the Treasury, and the Federal 
Reserve. 

Mr. Murer. I do not want to get into an economic discussion with 
you at this point, what makes inflation, and which loan is inflationary, 
and which loan isn’t. In my opinion, for what it is worth, when you 
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loan a billion dollars it is just as inflationary, no matter what field 
you put it in. If you put it in mortgages or business it is just as 
inflationary, if the money stays here and is being used in this country. 

What the effect may be in another country we are not concerned with 
when we talk about our tight-money policy here. But it does disturb 
me because of the tight-money policy and because the bank does not 
have money available to make a loan, and then the : applicant turns to 
your agency, you say you will not make the loan because that runs 
counter to the tight-money policy. 

Mr. Waveu. No; to make loans that would norm: ally be made in the 
private market runs contrary to the policy wherein the administration 
is trying to hold down the inflationary tendency in the banking 
circles. “One is the cause, and the other is the effect. 

Mr. Muurer. Could we have for the record, without the names of 
the applicants, the amount of each of these applications, the date 
they were made, the purpose for which the applicant intended to 
use the money, and the part of the country where the applicant was 
situated ? 

Mr. Waveu. Once again, Mr. Multer, I think that might disclose 
a confidential relationship. I can tell you now where the loans came 
from. The countries that the imports were asked to be financed were 
from Canada, Mexico, Venezuela, Belgium, and Germany, and they 
were all imports which were normal—no, four were imports—all of 
which in normal times would be financed by the commercial banks of 
this country, and so admitted by the commercial banks, who presented 


these cases to us. Again, they never reached the stage of a formal 
application, but came in in a discussion phase, as most of them do. 

Mr. Mutter. Am I to understand. this is a case where An ericans 
were seeking the loans, and intended to bring goods into the country in 


4 of the 5 instances? 

Mr. Waueu. Yes. 

Mr. Muurer. And the fifth was an export ? 

Mr. Wavuau. Yes. 

Mr. Muurer. Would it impinge upon the confidential relationship to 
indicate what kind of ; 

Mr. Waven. I would rather sit down and talk to you personally 
case by case, rather than put it on the record, if that would suffice. — 

Mr. Murrer. That would be all right with me. You and the mem- 
bers of your Board have never hesitated to give Congress every co 
operation, and I think the Members of Congress recognize the con- 
fidential relationship you bear to your borrowers, and I don’t think 
Members of Coneress want to do anything to embarrass you in that 
situation. , 

Mr. Waueu. Yes. Thank you. 

Mr. Murer. I think some of this information should be furnished 
to the Members of Congress, on the basis of off the record, or classified 
information. 

Mr. Wauenu. We will be very happy to. 

Mr. Mouurer. Now, with reference to your lending policy re¢ const ing 
a percentage of the item to be financed by the seller, I think { have t! 
right. In some instances where an American company, or an American 
is seeking to sell some merchandise abroad, and is seeking a loan for 
that purpose, you will finance the sale by lending the money so that he 
can get his money out, as he ships the goods out; is that right ? 
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Mr. Waveu. On our exporter credit program on which we have 
just made these refinements you mentioned a moment ago, we operate 
on a 20-20-60 basis. We ask the exporter to get 20 percent down- 
payment. We ask the exporter to carry 20 percent, and then we carry 
60 percent of the invoice cost without recourse. 

Mr. Mvtrer. That 20 percent he is asked to carry, is that paid off 
in the same proportion at the same time as the bank’s loan? 

Mr. Waveu. Usually, yes. Sometimes they are paid off in advance, 
but that is a matter of negotiation on each loan. We would like to 
have it so they will be paid off in proportion or in direct ratio to our 
loan, but that is not a hard and fast rule. 

Mr. Mutrer. Sometimes the 20 percent the exporter carries would 
be paid off before you get your payments. 

Mr. Waveu. There are instances, yes. 

Mr. Muurer. Don’t you find that creates a burden on the smaller 
manufacturer, that he cannot afford to carry ? 

Mr. Waven. We do not find that too much of a burden, because 
usually the small manufacturer is able to finance that portion of his 

sale, and it is a comparatively short term. He can finance that with 
his local bank normally. We do not find the down payments as much 
of a handicap with a small manufacturer, as with a large manufac- 
turer, where the sums run into such big figures. 

Mr. Mutter. According to the statistics which we have had sub- 
mitted to us, the big fellow is operating on a larger percentage of profit 
and return than the little fellow, and to the extent he is required to 
wait for his profit, he can do it a Jot more easily than the little fellow. 

Mr. Waveu. We have received no objection to the down payment 
plan. ~ In fact it has been worked out with the exporters, with whom 
we work very closely in developing these plans. 

Mr. Mutrer. To what extent do you coordinate your policy with 
the policy of the National Advisory Council with respect to monetary 
policies ¢ 

Mr. Waveu. I tried to make that point earlier. Every policy we 
make and all loans are coordinated through the National Advisory 
Council. 

Mr. Mutrer. To what extent do you consult with the State De- 
partment on these loans ? 

Mr. Waven. The State Department is represented on the National 
Advisory Council, and my consultation with the State Department 
is done usually in the forum of the National Advisory Council. 

Mr. Mutrer. It is not done separately. 

Mr. Waven. Many times we talk to representatives of the State 
Department. The final decisions on overall policy are all at the Na- 
tional Advisory Council level. The decisions on loans are the respon- 
sibility of the Bank’s directors. 

Mr. Muurer. While you have been President of the Bank has the 
State Department indicated to you certain loans should not be made or 
should be made ? 

Mr. Waveu. We always consult with the Department of State, and 
particularly with reference to the borrowers. We ask them to cable 
the embassies to learn whether or not the borrower is one we should 
be dealing with. We work very closely with the State Department 
in that respect. 
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The State Department and the Treasury have representatives at our 
Thursday morning Directors meetings. 

Mr. Meurer. After commitment is made, or as part of the com- 
mitment, do you reserve the right to withhold payments or to cancel 
out on the loan ? 

Mr. Waven. Providing the agreements of the commitment are not 
entered into. 

Mr. Mutrer. Once the agreement is entered into, do you reserve any 
right to cancel out or to withhold payments during the course of the 
agreement ¢ 

Mr. Wavueu. Well, if the contract has been carried out in accord- 
ance with the original agreement, we would not have any right to. 

Mr. Muurer. Have there been. any instances where the State De- 
partment in the last year has indicated to you that you should withhold 
making any payments on loans which have actually been consum- 
mated by agreement / 

Mr. Waven. No, sir, not that I can think of. 

Mr. Arey. No. 

Mr. Waveu. No, sir, not that I know of. 

Mr. Murer. Since October 1956, particularly referring to the 
Middle East, has there been any representations made to you by the 
State Department against disbursing any funds in that area ? 

Mr. Waveun. No, sir. 

Mr. Mcuurer. You have no loans in that area, that have not been 
disbursed ? 

Mr. Waveun. Yes, our statement indicates all loans in the area, 
and that portion not. yet disbursed. 

Mr. Mcurer. Has the: State Department suggested to you that you 
withhold any further negotiations with any countries in that area as 
to further commitments ? 

Mr. Waveu. We were discussing, last fall an application from 
Israel, and when the problems developed in the area, with which you 
are all familiar, the Board of Directors of the bank postponed a 
proposed investigating trip to Israel. 

The purpose of the trip was to study the credits that have previously 
been made and to give consideration to the pending application at 
the time. 

The decision to postpone the trip was made within the Board of 
Directors at the Export-Import Bank. 

Mr. Murer. Did anybody in the State Department suggest to any 
of your Directors or to you that you should take such action ? 

Mr. Waveu. No, sir. The action was taken entirely independently, 
and on our own initiative. 

Mr. Mutter. Did the State Department advise you that any of your 
members, Directors or members of various teams should not travel into 
that area. 

Mr. Waveu. After the decision had been made by our Directors 
we received the word from the State Department to the effect that 
no teams should go out, but our decision had been made several days 
previous to receiving that word, sir. 

Mr. Murer. To go on to another subject, the interest which the 
bank pays to the United States Government from time to time, 
it is m accordance with the rates which the Government pays 
for funds it borrows? Am I right? 
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Mr. Wauen. Yes, sir. 

Mr. Mutter. I would like to devote a few minutes, Mr. Waugh, to 
the matter of the guaranties. 

It appears on page 100 of your latest report. The guaranty pro- 
gram has not been a very active one, has it? 

Mr. Waveu. What page are operating on? 

Mr. Muurer. Page 100. 

Mr. Waveu. The last one? 

Mr. Mutter. Yes. 

Mr. Waveun. I see. 

No, sir; it has not. 

Mr. Mutter. Those guaranties are those provided by law for the 
guaranty against expropriation, confiscation, convertibility, and with- 
drawal of funds. Is that all in there? 

Mr. Waven. May I ask for the question? I did not hear it. What 
was the question ? 

Mr. Mutter. That page 100, entitled 

Mr. Wavucn. Those, Mr. Multer, are ICA guaranties, not Export- 
Import Bank guaranties. 

Mr. Mvuurer. Has the bank been making any guaranties by virtue of 
the authorization of the act ? 

Mr. Arey. We have no authority to make this type of guaranty, Mr. 
Multer. We administer these for the ICA. Senenal years ago the Con- 
gress authorized us to give a guaranty against war and the expropria- 
tion only on goods consigned abroad in trade the title of which still 
remained in the United States exporter. These guaranties that are 
shown on page 100 have to do with investments abroad. 

Mr. Mutter. Who made those guaranties ? 

Mr. Waveu. ICA, and we administer it. 

Mr. Muurer. That is merely administration that you are doing? 

Mr. Waveu. Yes, for the other agency. 

Mr. Mutrer. There have been no guaranties made—am I right— 
under the authorization which authorizes you to make guaranties? 

Mr. Arey. There have been some guaranties given, for cotton that 
was consigned abroad by United States shippers during the time that 
that cotton remained in warehouses abroad. 

It has not been used to’any great extent—the report shows, I be- 
lieve, how much has been used. 

It is really called insurance. Ours is not called guaranty, and it is 
a form of insurance. War risk and other insurance covers the ship- 
ment while it is afloat. But the private companies do not continue 
that coverage after the goods have gone ashore and into warehouses 
abroad. It is at that point ours picks up, until the goods are sold. 

Mr. Murer. Can you tell us what the premium is? 

Mr. Arey. I think it is 10 cents per 100 per month. 

It is on page 5, Mr. Brand tells me. 

Yes, sir. The report shows it. The last paragraph, war-risk insur- 
ance, page 5. 

So far it has been used only by the cotton shippers. 

Mr. Murer. Has there been any activity in that program within 
the last year? 

Mr. Waveu. Yes, there has been somewhat more activity during the 
past 6 months than in the previous periods. : 
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Mr. Motrer. Would you have any opinion as to whether or not that 
kind of a program can be broadened and enlarged and extended to 
cover shipments abroad by exporters where title is not retained by 
the American exporter. 

Mr. Arey. I think the assistance we are rendering through our 
export credit covers all the risk, so I doubt whether the average ex- 
porter would be interested unless he were going to carry a stock abroad, 
in anything as limited as this would be. 

Mr. Mutrer. In other words, he comes in and gets the loan and 
that covers 

Mr. Arey. Covers everything. 

Mr. Mutter. Because it is without recourse. 

Mr. Wavucu. Yes. ?/ 

Mr. Mutrer. And then the interest payment is even less than the 
premium you would be charging ? 

Mr. Arey. Well, he adds that on, and it is paid by the buyer 
abroad. 

Mr. Mutter. Thank you, very much. 

Mr. Waveu. Thank you. 

The Cuatrman. Thank you very much. 

Gentlemen, I am sure with the record you have made through the 
years, it can be commended to the Congress and we will report the 
bill favorably. 

(Whereupon, at 12: 30 p. m., the committee adjourned to meet at the 
call of the chairman.) 
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